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Chapter I Introduction

Hospital - "an Institution where the sick or injured are given

medical or surgical care." (Webster's Seventh New Collegiate Dictionary,

1971) This appears to be such a simple definition, but there is much

more to a hospital than this* True, the primary goal of everyone associ-

ated with the hospital - administration, physician, nurses, ancillary

workers - is to give the best possible care to the patient to insure

his total recovery from Illness or injury. However, everyone in that

institution works in a different way to achieve that goal. A hospital

has a very large and complex bureaucratic organization which results in

a variety of statuses, roles and rights. The administration, physicians,

nurses and all other personnel must work together in harmony for a

hospital to succeed. No one service or department can work all by

Itself - every one interacts with the other departments in some way.

This paper is an attempt to examine and discuss medical bureaucracy

and concentrate on the bureaucratic system found in hospitals.

Chapter two examines the theory of bureaucracy, as proposed by

Max Weber and Philip Selznlck. Weber believed bureaucracy was a policy-

making group, characterized by specialized functions, rules and a

hierarchy of authority. The hierarchy is in the shape of a pyramid,

with one person at the top holding all the power. Selznlck believes

in an informal structure of bureaucracy. He says people on the lower

levels of authority form Informal groups which work against the rules

of the formal bureaucracy. These groups are more concerned with their
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own positions than with the goals of the organization as a whole.

Chapter three examines the development of bureaucracy within the

medical field. It briefly discusses the early hospitals, how they

influenced today's institutions, and how they developed into today's

hospitals and medical centers. The medical bureaucracy of Great

Britain is examined, to be used for comparison with our own medical

bureaucracy in the concluding chapter.

Chapter four offers a description of the various levels of

authority found in our hospitals - the administrator, the medical

staff, teaching faculty, nursing department and ancillary workers.

It also examines some of the conflicts which occur between these groups,

as well as how they interact with each other.

Chapter five deals with the problems of high medical costs. It

takes a look at the third party payment system - those insurance and

government agencies, such as Blue Cross and Medicare, which help

patients cope with the high costs of health care. New community

health services, created and instituted by community hospitals, will

also be discussed.

Chapter six is the final chapter, which will concern itself with

my own conclusions and ideas of hospital bureaucracy.





Chapter II Bureaucracy

Bureaucracy, as defined in Webster's New Collegiate Dictionary,

is "an administrative policy-making group; government characterized

by specialization of functions, adherence to fixed rules, and a hier-

archy of authority." Bureaucracy, then, is a form of hierarchical

organization which coordinates the work of individuals in carrying

out administrative tasks. Many sociologists wrote about and described

modern bureaucracies, but Max Weber was the one who began a thorough

study of this area. This chapter will examine the bureaucratic theo-

ries of Max Weber and Philip Selznick, Weber's goal was to define a

pure form of bureaucracy by isolating what he felt were the most charac-

teristic aspects of it. He wanted to use these aspects as a form of

measurement to help guide future sociologists in their study of bureau-

cratic structures. Weber hoped this pure form of bureaucracy would be

used to measure those systems that deviate from his model. Weber

also proposed a means of classifying various types of authority.

Philip Selznick proposed an informal structure of bureaucracy.

He believed that people who are farther down on the hierarchy level

form small, informal groups or cliques with their own interaction and

dependence. One aspect of these informal groups is that they deviate

from the rules of the formal bureaucratic structure. An example of a

deviation is patterned evasions, such as a slowdown in work 15 to 30

minutes before quitting time. A person in the informal structure

learns what evasions are permitted by those at the top of the authority
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1
structure. An explanation of these deviations may be that "special^

Izatlon of task and emphasis on successful performance according to

definite criteria combine to motivate persons to Inflate the signifi-

cance of their roles, evaluating events, demands, opportunities prima-

rily as these appear to affect specific roles rather than the organi-

2
zation as a whole." Those participating in the informal structure

are more concerned with their own roles than with the overall organi-

zation.

AUTHORITY

Authority is the basic element of an administrative system.

Weber's classification system defines three types of authority -

traditional, charismatic and rational-legal. Traditional authority

was established from a belief in the sanctity of tradition and the

legitimacy of the power of control which has been handed down in the

past. The person exercising authority is selected according to tra-

ditional rules. People accept and obey the leader because of his

personal authority which he enjoys by virtue of his traditional status<

Obedience is not owed to the rules, but rather to the person who holds

the position of authority by tradition or who has been chosen for the

3
position following traditional procedures. Charismatic authority is

dependent on the confidence of the people in the outstanding qualities

of the leader. A charismatic leader must have a certain quality of

individual personality which sets him apart from ordinary men. These

leaders are treated as if they were endowed with superhuman, super-
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natural or at least exceptional powers or qualities. The leader uses

4
these qualities to influence the opinions of his followers. The

third type of authority is rational-legal, where the followers believe

in the advantages of submitting to the rules, and in the right of the

leaders to issue commands. Rational -legal authority arises from the

legitimacy of a body of generalized rules which may be termed universal-

istic, that is, these rules apply impartially to all who are under the

leadership of this form of authority. The basic source of authority is

the agreement of the group to obey the existing rules, set down for

them by past generations. This authority extends to individuals only

in so far as they hold a legitimate role under the rules. Outside the

working sphere people are treated as private individuals who have no

more authority than anyone else.

When rational-legal authority involves an organized administrative

staff, it becomes a bureaucratic structure. Within a bureaucracy there

is a system of hierarchy - people at the top have more authority than

those at the bottom. This hierarchy is based on a system of rules and

regulations which define the authority of each level to assure its

continuity. Individuals may come and go, but a bureaucracy continues

on because of its written rules which state the duties of each office.

This procedure enables the successor to continue the work of his prede-

cessor.

BUREAUCRACY

Weber believes bureaucracy provides a systematic form of adminis-
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tratlon. One principle consists of three elements that comprise bureau-

cratic authority in government and bureaucratic management in economics.

These elements are:

1. The regular activities required for the purposes
of the bureaucrat ically governed structure are
distributed in a fixed way as official duties.

2. The authority to give the commands required for
the discharge of these duties is distributed in

a stable way and is strictly delimited by rules
concerning the coercive means, physical, sacer-
dotal, or otherwise, which may be placed at the
disposal of officials.

3. Methodical provision is made for the regular and
continuous fulfillment of these duties and for
the execution of the corresponding rights; only
persons who have the generally regulated qualifi-
cations to serve are employed.

5

Weber notes that understanding of the theory of bureaucracy has been

developed to the fullest extent only in the modern state and in private

institutions with advanced capitalism. A bureaucratic system clearly

defines the responsibilities and duties of each official. The right to

order the execution of these duties is distributed in an orderly way

and limited by the means available to the official. Only qualified

people are hired to fulfill these duties.

A second principle of bureaucratic hierarchy concerns the regulated

system of super- and subordination, which provides supervision by the

higher offices over the lower ones. This system creates a channel

whereby a person in a lower office can appeal a decision to higher

offices. Weber states that the characteristics of bureaucracy are

found in governmental and religious structures as well as in public

organization and private enterprises. If competency is to be gained
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then subordination does not mean that those higher In authority have

the right to take over the work of those In the lower ranks of the

hierarchy. In fact, the exact opposite Is the rule. Once an office

Is established and Its tasks laid down, It will continue In existence

and the work can be done by another Incumbent. Those In lower offices

can. If they so choose, move up the ranks of the hierarchy to assume

the duties of higher offices.

"The management of the modern office is based upon written docu-

ments (the files), which are preserved In their original or drought

form." For this purpose, a staff of officials and scribes are required.

These people working in a public or private office with files and

other materials form a bureau, separate from the private home of the

official. Weber notes that, in general, bureaucracy separates official

duties and responsibilities from the private life of the individual,

A typical person in authority holds an office. In accordance with

the responsibilities associated with his position, the official is

subject to the Impersonal order to which his actions are directed. A

person who obeys this authority does so as a member of a corporate

group (that is, as a member of a unified body of individuals) and obeys

the laws of the group. The members of the corporate group who obey the

person in authority are not obligated to obey him as an Individual,

rather they obey his status in the Impersonal order.

Weber lists three further functions of bureaucracy. The first

assumes that a person in office management has had thorough and expert

training. The second demands the full working capacity of the official.
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regardless of the fact that the official's time with the bureau may be

limited. The third states that the office managers follow general rules

which are more or less stable and can be learned. Weber states:

The theory of modern public administration, for

instance, assumes that the authority to order
certain matters by decree - which has been
legally granted to public authorities • does not

entitle the bureau to regulate the matter by
commands given for each case, but only to regu-

late the matter abstractly.'
8'

The bureau has the authority to set down general rules in a skeletal

form, but they do not have the authority to make rules that apply to

every given problem. When problems do arise, they must be handled by

the existing rules.

Weber also defines the position of the official. He says office

holding is a vocation, shown by the long period of training required

and by the examinations required for employment. The position of the

official determines the internal structure of his relations. Office

holding is not to be exploited for profit, nor can it be exchanged for

equivalent services. Weber states the entry into an office is taken

as an acceptance of an obligation to the management, in return for a

secure position. Loyalty in an office is not a relationship with a

9
person, but rather a devotion to functional purposes.

The personal position of the official is based upon five elements:

special training for a position with social esteem; appointment to the

position; tenure in office; compensation; and acquiring a career. The

first says the official strives for and enjoys a distinct social esteem
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in comparison with the workers In the lower groups of the hierarchy.

Weber states an official's social position is normally highest when

there is

a strong demand for administration by trained experts;
a strong and stable social differentiation, where the
official predominantly derives from socially and
economically privileged strata because of the social
distribution of power; or where the costliness of the
required training and status conventions are binding
upon him. 10

An official will have a higher social rank than the other workers

because of a demand for trained experts; because the official comes

from a higher social and economic class than the others; and because

the cost of the training has. In a sense, forced him to look for a

higher position. The possession of educational degrees, which are

usually needed to qualify for an office, enhance the status of the

official. Therefore, management positions which require more stringent

training than jobs of the lower groups receive more social esteem. A

position of manager carries more social esteem than that of a clerk who

works for the manager, since a manager needs more training to do his

job than does a clerk.

The second element deals with appointment. A pure, i.e., ideal,

bureaucratic official is appointed by a superior authority, thus an

elected official is not a pure bureaucrat. Weber states that an

election among the governed to select officials only modifies the

strict hierarchy of subordination. The elected official does not

acquire his position from those above him, but from those below him •
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from someone who is not superior to him in the hierarchy of authority.

The appointed official, as opposed to the elected, usually functions

more precisely since it is more likely that only functional points of

consideration and qualification determined his selection.

The third element deals with the length of time a position is held

by an official. Usually a position is held for life, as is the case in

most public bureaucracies. Tenure for life is taken for granted, even

where periodic reappointment or the "giving of notice" occurs. However,

life tenure is not acknowledged as an official's right to possess the

office. Where there are safeguards against arbitrary dismissal or

transfer, they merely guarantee an objective discharge of specific

duties, free from all other personal considerations. Within a bureaucra-

cy, the measure of Independence guaranteed by tenure is not always a

means of increased status for the official with a secured position. The

average official strives for a position which will materially secure his

old age and provide increased guarantees against his arbitrary removal

from office. However, this has its limits, for a strong feeling of the

right to the office causes difficulty in obtaining a staff with the

required technical efficiency. This also decreases the opportunities

12
for ambitious officials to further their careers.

The last two elements - compensation and acquisition of a career -

are both concerned with the official's salary. The official is regularly

compensated with a fixed salary and is provided with a pension as an old

age security. His salary is not a measure of work done, but of the

status gained due to the length of time of his service. The official
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ls set with a career within the hierarchy of authority. He moves

upward from the less important, lower paid positions to higher ones.

The average official wants his conditions of promotion to be fixed, at

least at the salary level - for each promotion he receives, he wants

to also receive a higher salary. The official wants promotions regu-

lated in terms of seniority or by the levels achieved through a system

13
of examinations.

According to Weber, a bureaucratic administration is capable of

achieving the highest degree of efficiency and in this sense is the

most rational means of obtaining control over human beings. This type

of administration is superior to others in its precision and In its

stringency of discipline and reliability. The main source of superi-

ority in bureaucracy is found in technical knowledge. A bureaucratic

administration has the technical knowledge which ensures it a position

of extraordinary power, the organization has a chance to increase its

power by the knowledge it receives from experience - the more something

is used, the better the chance to learn how to improve it and increase

the knowledge and power of the object. An official acquires special

knowledge through his work, facts and material that are peculiar only

to his work, Weber says a bureaucratic administration is superior in

both its technical knowledge and its knowledge of concrete facts, which

14
are usually confined to the special interests of the private businesses.

THE INFORMAL STRUCTURE OF BUREAUCRACY

Philip Selznick has his own theory of bureaucracy. Selznick does
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not believe In a bureaucracy based on hierarchical subordination or in

a formal structure o£ administration. Weber *s work was oriented towards

finding the characteristics of an administrative hierarchy* Selznick

calls Weber's structure, with its hierarchy of office, specialized

training and general rules, a process of "depersonalization of admini-

strative relationships." He feels Weber only partly understood that

the administrative system itself created many new individual influences,

such as administrators looking for the means to their own ends, and

becoming involved in new power relationships.

Selznick' s idea of bureaucracy deals with the behavior of "agents

in social action" which

1. Tends to create the organization-paradox, that

is, the modification of the professed aims of the

organization - aims toward which the agent is

formally supposed to strive; this process obtains

2. through such behavior patterns in the informal
organization as are centered primarily around the

ties of influence among the functionaries, and as

tend to concentrate the locus of power in the
hands of the officials; and

3. through such patterns as develop through the dis-

placement of the functionaries' motives on the

habit level, e.g., routinization. ^"

Bureaucracy, as Weber uses the term, relates to the behavior of officials,

while the actions of the ordinary workers may at the same time cause a

disruption in the same organization, Selznick is concerned with the

relationships between the workers, and the informal structure of bu-

reaucracy which is found among the worker groups.

Selznick says every organization creates its own informal structure.
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Wlthln each organization, goals are modified by the processes that go

on within it. The process of modification is the result of the informal

structure of the worker groups* The procedures used by the organization

are molded around those goals which provide solutions to daily problems*

There are processes within an organization which tend to keep the action

from proceeding toward its stated goals.

Selznick proposes a general formula for the characteristics found

in the process of bureaucratization* The elements of the formula are -

"the delegation of functions"; "the bifurcation of interest"; "the

issue of control"; and the "organization". The first element states a

need for a cooperative effort to deal with the increasing number and

complexity of functions. To do this a delegation of functions must be

set up, whereby tasks requiring more than individual attention can be

passed through a channel of people who all have their own specific

work to perform. The use of intermediaries tends to create the bifur-

cation or separation of interests between the initiator and the worker.

The initiator is concerned with achieving his goal, while the worker

takes actions to undermine the goals of the organization, slowing down

the process of attaining the overall aim of the organization. This

division of interest causes control to be a major issue between the

initiator and the worker. Each one wants to control the conditions

needed to solve its own problems. Out of this struggle for control,

an informal structure is created, whose basis is those relationships

where personal Influences rather than formal organizational rules are

Involved. Since the Intermediaries hold the concentration of skill
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in the organization, the problems of the officials must then become

those of the organization. The actions of the official will tend toward

an increase In Internal relevancy, which may cause the organization to

18
stray from its original goal,

Selznlck goes on to say that using the above ideas, an outline can

be made for the situation of a bureaucratic leader versus those who

employed him. The need for a leader to delegate functions arises from

the pressure of problems which everyone must cope with. Problems occur

when the interests of the men setting up the organization are different

from those who run the organization on a day-to-day basis. Thus differ-

ent kinds of work have different hierarchy values. Men always want to

attain the jobs with higher values, creating another problem for the

official. His Interest in the goal of the organization takes second

place to his preoccupation with the problems of trying to maintain his

office.

The delegation of functions creates a dependency, enforced by and

perhaps dependent on the professlonallzatlon of the work of the official.

As the official increases his knowledge and skill, the possibility of

his being replaced decreases. The organization becomes dependent on the

continued work of the official for its existence. In order for the

official to feel secure in his office, he must work to make himself as

Independent as possible from the others around him. He must develop

his own power base separate from that of the organization. The official

must also develop a personal relationship within a group - create an

alliance with others that he can use to hold on to his position and to
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20
make him more independent from the others.

Due to the problems facing the official, his work takes on more

internal relevancy. His actions are directed more toward the power

relations inside the organization than to the attainment of the stated

goals. Thus problems within the organization tend to become struggles

between officials. The struggle for control between the initiators and

the officials becomes a severe problem.

Selznick states that bureaucrats tend to formulate an ideology

peculiar to their own position. Officials, knowing of the desire of

the workers to maintain the organization, try to stress the idea that

opposition to the rules places the existence of the organization and

the group as a whole in jeopardy. Officials want centralization of

control; they want to increase their authority of the organization.

The official is said to represent the general desire of all; therefore

his actions are justified since he is expressing the desires of the

collective. An organization's officials have a tendency toward con-

21
servation, with its various forms justifying existing conditions.

What Selznick has outlined are certain characteristic tendencies

of the bureaucratic process. Within each separate bureaucracy there

are different degrees of dominance among these tendencies. An organ-

ization will follow the line of least resistence in its development.

22
However, obstacles may occur which block this development.

SUMMARY

According to Max Weber, bureaucracy provides an efficient and
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systematlc form of administration, which clearly defines the responsi-

bilities and duties of each official. Within a bureaucracy there is a

hierarchy where people occupying positions at a higher level of authority

are supervisors over people occupying positions at a lower level. Members

of the organization obey a person In authority because of his position

in the organization - they do not obey him as an individual, A person's

authority operates only in the sphere of the organization Itself - it

does not extend into his private life.

An official in a bureaucracy is assumed to have had thorough and

expert training. He is expected to give his full capacity to his work.

An official follows certain rules made by the organization which remain

stable and can be learned. A bureaucratic official has a higher social

level than those workers with a lower level of authority; he is usually

appointed by a superior, rather than elected; and he receives a fixed

salary and promotions determined by his seniority and tenure in the

organization.

While Weber developed the ideal type of a formal bureaucratic

structure, Selznick analyzed the Informal structure within each bureau^

cratlc organization. This informal structure is concerned with the

relationships and actions of the worker groups, which may cause a dis-

ruption in the organization. One characteristic of this informal

bureaucracy is the delegation of functions to help handle the increased

number and complexity of organization duties. When delegating authority,

there are always intermediary groups, which tend to create a bifurcation

of Interest between the initiator and the worker. This causes a conflict

over control - the initiator wants to achieve his goals, while the





-17.

workers may take action to slow down the process of achieving organi-

zational goals. From these relationships, where the workers are more

concemied with personal control than with the formal rules of the

structure, arises the informal bureaucratic structure*

The officials of the bureaucracy must concentrate their power on

this internal group of workers rather than on the goals of the organi-

zation. The bureaucrats, in dealing with the workers, try to stress

the idea that opposition to the rules and stated goals of the organi-

zation jeopardizes everyone - the officials as well as the workers.

These officials are also trying to increase their own authority by

centralizing power among a certain few, although he is supposed to

represent the goals and desires of the organization as a whole.

What we have here, then, are two views on bureaucracy. Weber sees

bureaucracy as a system concerned with centering power in the hands of

those few at the top of the authority hierarchy. On the other hand,

Selznick sees bureaucracy as an informal structure which relies on the

relationships, interests and influences of the worker groups of the

organization, without whom the organization could not function.
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Chapter III The Development of Bureaucracy in Medicine

When people think of bureaucracy, they normally think of the au-

thority structure of big business and the government. However, bureau-

cratic administration has not left the field of medicine untouched.

Bureaucracy has had an effect on the relationships between doctors and

patients, between doctors and other auxiliary medical professions and

between medical facilities and services and the community which it

serves. This chapter will examine the development of hospitals and the

emergence of bureaucracy in medicine. The medical bureaucratic system

of Great Britain will also be discussed.

Today it is a well known fact that hospitals are a place where

people can receive the care they need to restore their health. In more

recent times hospitals have also offered rehabilitation programs for

the physically disabled, as well as offering many other various services

to the community (such as a community dialysis center, a home food

service for the sick or aged). Today's hospitals are also institutions

of learning, where physicians-to-be, nurses and other medical personnel

receive their training. However, modern hospitals are also very complex

organizations, with various hierarchies of statuses and roles, goals,

values, duties and responsibilities.

THE DEVELOPMENT OF HOSPITALS

The modern hospital of today dates back at least 1500 years. The

early model of the hospital was a religious institution. Early Christian

-19-
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hospltals cared for the sick so these people could continue to serve

mankind and gain salvation for their souls, rather than carrying for

them Just to restore their health and prolong their life. Those early

hospitals were also devoted to the practice of charity - everyone was

welcome, from the sick to those needing food and shelter.

Two characteristics of modern hospitals developed from the early

Christian institutions. First, since charity was the motive behind the

foundation of hospitals, the purpose of the institution has been to give

service and welfare to all. Modern hospitals are generally nonprofit,

charitable organizations. Second, the theory of Christianity - providing

care for all who ask for it - was the basis for the universal definition

of those eligible for care. Today this definition has been narrowed to

apply only to sick and injured people. The modern hospital is still a

2
community institution.

Physicians became associated with hospitals in the early 1500 *s.

The physicians were there to care for the sick, although the hospital

still offered a much broader range of services other than caring for the

sick. Since the hospital was a charitable institution, the patients in

it needed the aid of charity. Therefore, physicians were associated

with hospitals on a charitable basis. The physicians treated their own

paying patients outside the realm of the hospital. Physicians are

subject to the rules and procedures of the medical profession. As

physicians became a part of the hospital, the purposes of the medical

profession began to converge with the purposes of the hospital. The

medical profession began to make demands on the hospital, such as for
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settlng standards of care. To ensure these demands were met, the phy-

3
siclans formed a "pressure" group within the hospital - the medical staff.

The medical staff, as an organized group of members, now has the

ability to enforce the rules on its members. The staff determined who

could and could not treat patients in the hospital. At first the medical

staff was mainly concerned with the treatment given patients. However,

in the modern hospital the influence of the staff touches almost every

aspect of the hospital - research, clinical and auxiliary services, i.e.,

4
X-ray, physical therapy.

Physicians had another intact on the hospital - "the charismatic

nature of his (their) authority in the hospital setting." As noted in

the discussion of Weber, charismatic authority is bestowed on an indi-

vidual because of his ability to control people when all other leader-

ship fails. This is the authority given physicians, since they have a

monopoly on medical knowledge. Physicians control the treatment of

patients; therefore, healing and cures are creditted to them. Within

the hospital, the authority of physicians has exaggerated the control

over patients as well as over others, such as nurses and paramedical

personnel.

During the 17th, 18th and early 19th centuries, medicine made few

advancements. Hospitals became degrading places. If a patient was

sent to the hospital, it usually meant he was going to die. These

hospitals were unsanitary, poorly ventilated and often overcrowded.

Finally, in the mid-19th century, new inventions and discoveries began

to change the hospital. The image of the hospital changed - people no
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longer went there to die; now they went there to be cured. Surgeons

became more well-known and began to require special facilities. The

hospital became the center of surgical activity. Now wealthy patients

entered the hospital to receive treatment, rather than being cared for

at home. Hospitals came to be places where anyone who needed medical

6
care could obtain it.

Over the years many new scientific advances have been made in

medicine, which have resulted in the creation of elaborate equipment,

more specialized skills and techniques and more complicated procedures*

These new services and the treatment they offer are only available to

patients when all is brought together in an organized system. The

hospital was created for this purpose and has now become the leading

Institution in providing medical care, training and research.

With the emergence of new medical techniques, new specialists also

appear. Each specialist represents a separate department, with its own

clearly defined responsibility and authority. This means that one

patient may be cared for by several doctors at the same time. Then

problems arise over who is responsible for the patient and who has the

final say in his care. The goal of treating the whole patient is often

lost within the limited authority of the specialists who share respon-

7

sibility for the patient, but do not assume total responsibility.

THE DEVELOPMENT OF MEDICAL BUREAUCRACY

The health service system has been described by doctors in the

United States and Britain as being a bureaucracy. For a long time doctors
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have held the sole responsibility for patients. They are suspicious of

new advances which might challenge their position and lead to the organi-

zation of medical care. However, a bureaucracy has its own character-

istics, which can be good or bad depending on the way they are used. As

we have seen, a bureaucracy consists of a division of labor and a hier-

archy of authority, and is an effective way of organizing people. This

type of administration is just as necessary in health care as it is in

other organizations. As medical knowledge has developed, techniques

have become more complicated. Since many of the new medical procedures

threaten to harm a patient, the strict observance of rules has increased

with that risk. Therefore the rules and regulations governing medical

duties have become far more complex. This has caused the formation of

8
more formal relations between doctors, nurses and administrations*

A large modern hospital may appear to have the pyramidal structure

of bureaucracy found in other organizations, but this is not the case.

The distribution of authority and power is affected by and depends upon

the relationship between doctors and patients. Two other groups share

power and authority with the doctors in the hospital. One is the

governing body, responsible for policy making. The other is the adminis-

trative staff, responsible for the daily running of the facility. The

medical staff itself is composed of doctors, nurses and various other

medical technicians.

Within the hospital there is a confusion of authority, resulting

from the different goals of each group. The staff as a whole is committed

to the goal of serving patients. However this goal hides the conflict
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between more implicit goals.

The training, the values and expectations, and the
prestige of the three power groups in the hospital
are different, and each group views the goals of

the hospital from its own position. The members of

the governing body are influenced by their idiology
and local political forces; the administrators seek
to justify their office through economy and efficiency
for which they need power; the doctors try to maintain 9
professional autonomy and control over their own domain.

The goals of American hospitals also reflect society's values. The

hospital is a necessary part of its surrounding community and is Influenced

by the people of the social system. This influence is apparent in the

types of accommodations available for patients. There are private single

rooms, semi-private rooms of two to four beds and public wards of more

than four beds, which reflect the class divisions within the community.

One doctor put it: "There are three classes of patients who use the

hospital - the unwashed, the washed, and the washed and perfumed."

Patients are given hospital accommodations according to their status In

the community, and the type of medical care they receive is also based

on the same social scale. Private patients have more and better patient-

doctor relationships, are told more about their Illness and treatment

and are generally treated much better than the lower class ward patients.

The governing body of the hospital - the board of directors - is

theoretically supposed to represent the community the hospital serves.

In actuality, the bo«rd represents only a small segment of the community^

since It is made up of dedicated, knowledgable people from the community.

Some board members of voluntary non-profit hospitals receive their po-
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sitlon because of their personal financial support of the institution;

others are there because of their social position within the conntnunity*

However, when most of the members of the board are there because of their

philanthropic interests in the hospital, the board tends to be interested

in only that one particular institution. This type of board knows little

about community pressures or health care facilities to expand services

beyond the hospital. Therefore, this board is reluctant to undertake

programs providing community health services. The board members of a

private nonprofit hospital are selected because of their awareness and

knowledge of community health needs. These members are willing to moti-

vate policies that will establish community health programs. To learn

more about community services, board members, administrators and members

of medical staffs from a particular area (such as from a county or with-

in a city) should come together to discuss their Individual programs.

This would enable local hospitals to exchange ideas and information about

community services and give them a broader outlook on the entire project.

The duty of the board is to combine the goals of the medical pro-

fessionals with the administration's control of its resources. The

board is also responsible for obtaining as much financial support for

the hospital as possible. The community has a definite Influence on the

decisions made within the hospital and on the relationships between the

three power groups. The community can refuse to give the financial

backing needed by the hospital to support a new program, if the people

feel the program is not what the area needs. The community can also

exert pressure on the hospital to institute services, such as food
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programs for the elderly, that are needed by the people. The adminis-

trators do not hold the same prestige within the community as do the

doctors and board of directors. This puts the administration at a dis-

advantage in the struggle over goals. Hospital administrators are re-

stricted more by the formal bureaucratic channels of communication than

the doctors and directors. The latter two groups operate relations

inside and outside the hospital, while the administrators only operate

within the hospital. However, the administrators have an advantage in

that they know more about the management and administration of the

institution than the other groups.

The administrators of a hospital are concerned with finance and

maintenance problems which determine the quality of the service. They

focus their attention on the means rather than the ends. As in a typi-

cal bureaucracy, the administrator does not own the means or resources

of his administration; he is alienated from the means. The hospital

provides the means of administration and also requires that the admini-

strator account for their use. The administrators control the property

of the Institution, but do not own it. Financial budgeting provides

the administrator with an effective method of control as well as power

over the allocation of funds. However, an administrator's concern with

the means may take precedance over the goals of the community. His

Imnediate concern is with the financial stability, staff and prestige

of the hospital that ultimately lead to the fulfillment of the com-

munity's goals. With the emphasis on financial efficiency, doctors

feel hindered in their goal of providing good health care and doing
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12
research to discover new medical advances. Thus, conflicts o£ au-

thority are sure to arise.

THE MEDICAL BUREAUCRACY OF GREAT BRITAIN

The medical system of Great Britain has been organized following

the bureaucratic model. The hospitals in England and Wales are divided

into 15 administrative regions and governed by Regional Hospital Boards.

The members of these Boards are selected and appointed by the Minister

of Health and must report directly to the Mlnlstery. Regional Board

members are appointed for three years, during which time they receive

no monetary remuneration. They represent a wide range of interests

which helps them in their consultation with universities, the medical

profession, local authorities as well as the trade unions, employers

and others in the community. The main function of the Board is the

planning, supervising and coordinating of hospital and social services.

The Board receives an allottment of money from the Ministry which it

must allocate to the hospitals with its jurisdiction. It appoints the

members of the senior medical staff, executes government work and

provides community services. The orders of the Regional Board are carried

out by a number of officials, each of whom has his own department. The

highest of these officials are the Secretary and the Senior Administrative

13
Medical Officer, both of whom are Important decision-makers.

Regional consultants are usually well-represented on various ad-

visory committees where they have Influence, such as medical, nursing

and appointment committees. There are 2600 non-teaching hospitals governed





.28-

by 400 Hospital Management Committees of 15-20 members* These committee

members are appointed by their Regional Board after they have consulted

with the local health authorities and executive councils, medical staff

and trade councils. Each Hospital Management Committee is advised by a

group of medical consultants* The chief executive officer of this com-

mittee Is the Secretary* However, the Finance Officer and the Supplies

Officer also have Important positions of power* The Secretary keeps a

check on the numerous departments in each hospital through the admini-

strative officer and department heads, all of whom report directly to

him* Through this method the administrative structure of each group of

hospitals is built up, with clerks, porters and unskilled workers at the

base of the pyramid and the Secretary at the top* After the Secretary

the command passes from the Regional Board and the lower levels of the

Ministry to the Permanent Under Secretary and the Minister* The Treasury

holds authority over financial matters. Even though the paths of com-

munication have been neatly laid out, they may not always be followed.

At times the Ministry may by-pass the Regional Hospital Boards and work

14
directly with the Hospital Management Committees*

Before the National Health Service was created, the general practi-

tioners of Britain were their own boss* Thus, when the Health Service

was established, it was greeted with much suspicion* The general prac-

titioners did not want to belong to a salaried organization or to have

any contact with the bureaucratlcally organized local health authorities*

The local Family Practitioner Services is governed by one of 138 executive

councils, each coBq>osed of 25 members* The members of each council are
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appointed by local doctors, dentists, pharmacists, the local authority

and by the Minister of Health. Each council is advised by committees

of the same occupation as are on the council. Some of the duties of

the council are to pay the doctors' fees from a central fund, arrange

patient transfers and make suggestions to the Minister of Health about

doctors establishing new practices*

The financial and administrative power of the National Health Service

has lead to an increase in the power of hospitals rather than of doctors.

This is true in both Great Britain and the United States. The general

practitioner no longer has direct access to specialized skills and

techniques due to the organization of the hospitals. He once was the

only person who could help a patient. However, the new advances in

medicine brought out a general practitioner's limitations. Due to this,

the number of general practitioners has been declining, while the number

of medical specialists has been Increasing. This growth in specialization

led to the formation of health centers, which brings a group of specialists

together in one building, allowing them to share the same equipment and

facilities. The idea of health centers was also proposed to help pro-

mote general practitioners and bring back general medical care. However,

the local health authorities found the doctors highly suspicious of these

new health facilities. ^^

This led to a conflict between the professional association and the

bureaucratic organization. In Great Britain, the local health committees

would govern the health centers and provide the necessary auxiliary help,

but the general practitioners were afraid the committees would try to
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govern them also. The doctor would become a part of a minor bureaucracy

where he would have to realign his professional status with other doctors

and other medical professionals. This creates anxieties in the doctor,

who believes the other health workers may try to interfere with his

authority over patients.

In the United States private medical care is controlled by the

American Medical Association. Here, too, general practice is being over-

taken by specialists. Groups of specialists gather together to provide

a more complete medical practice. Only specialized groups like this are

able to bring the new advances of medicine to their patients; individual

doctors are not able to do this*

Bureaucratic organizations, such as those found in Great Britain

and the United States, must learn to cope with the demands, problems and

conflicts facing it. The hierarchy of authority usually Is at the root

of the communication problem, since communication mainly flows in one

direction - from the top downward. From our discussion of Weber's theory

of bureaucracy, we saw that communication within a bureaucracy moves from

the top authority level down to the people on the lower levels. The

farther down a person's level is, the more difficult it becomes to question

unfavorable decisions or discuss current policy. Communication can be

blocked at any level, and various motives are at work to Interfere with

the operation of the institution. Therefore, communication problems

cause anxiety and frustration throughout all levels of the hospital.

Even the patients feel the tension and exhibit difficult or withdraw

behavior. ^^
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Communlcation blocks In the institution's hierarchy may be both vertical

and lateral* The lateral problems occur between officers sharing the same

authoritative rank. Proposals or suggestions made between departments

could be misinterpreted. One department may feel that its interest or

authority is being infringed upon by another department. This happens

because the proposal means one thing to the proposer and something differ-

19
ent to the recipient.

Conflicts can also occur between hospitals in the same community.

In the United States, medical centers may sometimes be located close to

specialized hospitals and training schools - all of which are under one

administration. In some areas the services from these institutions may

overlap with others, causing competition for local public funds. The

health centers compete more with each other to get famous doctors and

other medical personnel than they do to get patients. Many large bureau-

cratic medical organizations are being established all the time, re-

sulting in more doctors and medical professionals becoming involved in

them.

SUMMARY

Hospitals have become very specialized complex organizations. They

concentrate on caring for the sick and providing medical specialists and

equipment to achieve this goal. As health care institutions developed

and grew, so did the authority structure within it. Instead of one person

or group holding the top position of authority, there are three groups

sharing power and authority within a hospital: the medical staff, the
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board of directors and the administration. Hospitals also reflect the

values of society In the goals they hope to achieve. The board of

directors is the authority group within the hospital that is comprised

of a variety of people from the local community. Some hospital board

of directors are concerned with working with the community to establish

programs to help them. Others are not even aware of community needs.

Since board members represent the community, they are responsible for

obtaining financial support for their institution from the citizens and

businesses in the vicinity.

The medical system of Great Britain follows the bureaucratic model.

The Great Britain structure follows the pyramidal shape of bureaucracy,

with the Minister of Health holding the top position of power. Under

him are the Regional Boards, which in turn delegate authority to the

hospitals within their districts. With the establishment of the British

National Health Service, hospitals increased their power. Doctors were

no longer their own bosses, which created conflicts between them and

the bureaucratic organization of the medical system. As medicine made

new advances, the general practitioners realized their limitations and

their number declined as more doctors began to specialize. British

doctors were losing their power and would have to align themselves in

a minor bureaucracy with specialists and other medical professionals.
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Chapter IV The Authority Structure of Hospitals

This chapter will examine the various levels of authority that are

present in a hospital. (Charts number one and two will serve as illus-

trations of these lines of authority.) It will give a brief description

of the duties and responsibilities of each level. We will begin by

examining the position of hospital administrator, and then discuss the

medical staff, the teaching faculty, the nursing department and the

various ancillary departments. After this we will take a look at the

conflicts and interactions which are likely to occur between these

groups. St. Barnabas Medical Center, in Livingston, New Jersey, was

one of two hospitals where I did research on the social organization of

hospitals in January, 1976. (The second hospital was Dover General, in

Dover, New Jersey, which is a 360-bed voluntary, nonprofit hospital.)

St. Barnabas is a voluntary, nonprofit hospital with a bed capacity of

731. Chart number one outlines the authority structure of the adminis-

tration. Chart number two outlines the authority structure of the

medical staff.

CHIEF EXECUTIVE OFFICER

In 1941 the American Hospital Association (AHA) and the American

College of Hospital Administration (ACHA) formulated a code of ethics.

This was done because health care facilities are as likely a place for

the possible occurance of unethical behavior as are other institutions.

The code was divided into a section for the ACHA concerning the ethics

34-
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of administration and one for the AHA concerning the ethics of health

care institutions. The code of ethics listed standards of accepted

conduct which the chief executive officers (CEO's), also known as

executive directors, of health care institutions were to use in judging

unique situations. Anyone who is involved in the adtninlstration of

health care institutions is trusted by the general public. Since a

CEO represents the Interests of many, his conduct should be above

criticism. A CEO must follow the institution's guidelines concerning

values and goals, as well as his own system of values when dealing with

health care problems and decisions.

The problem of ethics is not a simple one; there are no easy rules

to follow, A code of ethics must consider the demands of the society,

the integrity of the official, as well as the relationship between the

2
two. Ethics deals with what is right and wrong in human behavior, as

well as how and why it is important to do the right things. The AHA

Resolution of Conflicts of Interests in Health Care Institutions states:

Ethics demand that officers and governing board
members of health care institutions and others
who make or Influence decisions for or on its

behalf act with complete fidelity to the insti-
tution.^

Statements such as this form the standards which dedicated personnel

follow in their daily work. Devoted individuals will automatically know

if a decision is right or wrong; they do not need to consult the rule

book to find the answer as it is inbred in themselves.
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The ACHA Code of Ethics states:

Health service administrators shall conduct their
personal and professional relationships In such a

way as to insure themselves, their organizations,
and communities that decisions made are for the best

Interest of the organization without the slightest
implication of wrong doing. The exercise of judg-

ment is required to determine if a potential conflict
of interest situation exists.^

The CEO must make every effort to avoid a conflict situation. Conflicts

may arise between the admitting office and the nursing staff over the

proper procedure for notifying the nurses that new patients are on their

way to their room. Admitting may be sending patients up to rooms that

are not ready for them, causing confusion on the hospital floor and more

work for the nurses. However, if conflicts do arise, the CEO must see

that all the facts of it are made known, although he should not take part

in the decisions made concerning the conflict unless it is absolutely

necessary. The parties involved, in our example - the admitting office

and the floor nurses, must solve their problem as best they can among

themselves. An important part of the CEO's duty is to make sure the

institution's rules concerning conflict of Interest are clearly defined.

These rules apply to everyone working for the organization - from the

5
lowest paid employees to members of the board.

Priority conflicts always exist between the administration, the

board of directors, the medical staff and the surrounding community.

For example, the Radiology department may wish to purchase an expensive

new piece of equipment which would enable them to do tests they cannot

do now. This machine would allow the hospital to offer another service
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to the community. However, the assistant administrator In charge of pur-

chasing may not approve this request. He refuses on the grounds that

the hospital budget does not have enough surplus to use for buying the

machine at this time. He also states that another hospital in the

vicinity has just bought the same machine. This constitutes a priority

conflict - Radiology wants to buy equipment that will benefit the hospi-

tal and the community and the purchasing administrator refuses to allow

the purchase. Here the CEO has no standard to follow in approaching

the problem of conflicting priorities. The CEO is responsible to the

board which appointed him, but he also must consider the community's

needs. The CEO should review all decisions for their impact on the

board, the medical staff, the ancillary staff, the community and the

hospital as a whole. The CEO has the power to determine what is best

for all these groups. In the conflict illustrated above, the CEO may

decide to uphold the assistant administrator and not allow the purchase

of the equipment. His reasons: 1) He is responsible for keeping the

hospital in a good financial position. At this time the purchase is

out of the question, since no extra money has been set aside in the

budget for this expenditure. 2) Since this particular machine has been

installed in another hospital, the community is already benefitting

from it. Patients will just have to be referred to that hospital for

this radiology test. To have two machines of this kind in the same

vicinity would be wasteful, since neither one would be used at maximum

potential and would therefore take much longer to pay for themselves.

The skills and techniques of administration can be learned through
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study and experience, but the "art" of fulfilling the job requires much

more. A person in administration must be able to perceive his own

limitations and work around them. The chief executive must realize that,

as in any group organization, a form of "team spirit" is needed in the

decision-making process and he must promote that spirit. Every depart-

ment is dedicated to the same goal - to make the sick well again. The

CEO must stress the importance of interdepartmental cooperation. Each

department and service must be willing to help another, as well as be

willing to ask for help when it is needed. There must be agreement on

decisions from all levels of authority. The distribution of power

should be controlled by checks and balances. Since the CEO represents

the interests of many, it is his duty to avoid conflicts of interest

between the various groups. The board of directors must have full

confidence in its CEO if he is to be able to work effectively. But

this confidence is justified only if the CEO has shown he is capable

of administering their policies. The CEO has to win the confidence of

his administration as well as that of the medical staff. He needs the

support of these groups if he is to be able to accoiq>lish the goals of

the institution.

PHYSICIAN DIRECTOR

To help alleviate some of the problems of the CEO, a new position

within the administration of some private hospitals was created - that

of physician-director. This new position helps the administration with

the increasing complexities of health care management and to help improve
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the relationship between physicians and the administration. The phy-

sician-director is a member of the administration, not of the medical

staff. As a member of the administration, he in no way affects the

authority structure of the medical staff. The AMA, Joint Commission of

Accredited Hospitals (JCAH), and AHA state:

A hospital's board of trustees assigns responsibility

for the quality of patient care to the medical staff,

which must answer to this governing body. It is the

board's prerogative to decide the manner in which this

accounting will take place. Traditionally, the medical

staff has answered to the chief executive officer

(administrator, president or executive director) who

in turn has answered to the board. The growing inter-

dependence of staff and board and the increasing com-

plexity of managing such a multifaceted institution

now dictates that an Informed physician devote his

time and effort to this particular management process.

The need for ongoing physician input into the process

is so great that it can no longer be met by physicians

whose first responsibility Is to patient care, edu-

cation or research. The position of physician-director

has created a new and necessary subspecialty of medicine -

hospital management.'

The medical board now reports to the physician-director rather than the

CEO, The physician-director is responsible to the CEO, who reports to

the board.

I believe the new position of physician-director will be a great

asset to executive directors, especially those in charge of hospitals

with a large medical staff. Even though every hospital has its own

medical board that represents the interests of the staff, the members

of the board are also active physicians. They must devote the majority

of their time to their own practice. This leaves them with little time

to attend to the decision-making problems of the medical staff, and even
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less time to follow them up and see If the administration has acted

upon their problems or suggestions* A physician-director would have

responsibilities similar to those of an assistant administrator, who

Is responsible for the services under him. Likewise, the physician-

director is responsible for all the various medical departments of the

hospital, of which there are many, as seen In chart two. Since the

executive director has to be aware of what is going on throughout all

levels of the hospital, it is much easier to deal directly with indi-

viduals who are well-versed in their particular departments. Rather

than the CEO having to deal with the medical board, he can deal direct-

ly with the physician-director.

The physician-director is in charge of all hospital related phy-

sician affairs. His responsibility overlaps that of several admini-

strators and assistant administrators. One of the physician-director's

duties is to be a coordinator in administration - when the administration

is making decisions, he is to make sure that the needs of the doctors

are protected. As a coordinator in medical staff affairs, he protects

the needs of the administration when the medical staff Is making de-

cisions. Therefore, a physician-director is a member of the admini-

strative council of the hospital, of the executive committee of the

medical staff and of the joint conference committee, comprised of both

groups. He is required to regularly present a report to the Board of

Directors relating the pjysicians affairs concerning patient care,

8
education, training and research.
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THE MEDICAL STAFF

The medical staff is organized to meet the responsibilities for

patient care, education and research. This is a self-governed group

which has its own hierarchy of authority. The medical staff of most

hospitals is organized by specialty. The staff of Dover General is

divided into two departments - the department of medicine and the

department of surgery. All staff physicians are members of the medical

board and have voting privileges - that is, all physicians who are

allowed to enter and treat patients in the hospital are also allowed

to vote for issues set down by the executive committee of the medical

board. The executive committee is composed of the head of each

department, plus several elected members. At St. Barnabas, each

specialty has a paid director who reports directly to the executive

director. Only four of the 13 disciplines have a "chief" at the head

of the department (see chart two). These chiefs hold voluntary po-

sitions and are not paid by the hospital. Under each director are

assistant directors and clinician chiefs. There are about 700 phy-

sicians on the staff, but only about 80 have any say in the policy-

making procedures. Out of these, 24 physicians serve on the executive

committee and do most of the paper work of the board.

The AHA has said:

The physician is no longer merely a welcome and
essential 'visiting man' on the hospital stage.
He is increasingly involved in the organizational
workings of the hospital. He must be given the
opportunity and the responsibility to help write
the organizational script as well as act from it.
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The hospital medical staff is becoming Increasingly

the organizational center of the professional activities

of the whole medical care system In a community.^

Evidence of the increased involvement of physicians in the hospital can

be found in the important position they hold there. Certain selected

physicians serve on the policy-making committee of the medical staff,

working to draft new policies that will benefit both the physicians and

the hospital.

The medical board is at the top of the authority hierarchy of the

medical staff. The officers of the medical board are selected for their

position by the rest of the staff. These officers represent the interests

of the entire staff. The duties of these officers are to make sure patients

are receiving good medical care and that the quality of education and

research are kept high. Departmental directors are appointed by the

Board of Directors upon the advice of the CEO, the physician-director,

and consultation with the medical staff. These directors must be

members of the medical staff and abide by its rules. The officers of

the medical staff and departmental directors represent and are responsi-

ble to the groups that appointed them - members of the medical staff

and the board of directors, respectively. Each of these appointed or

selected officers has his own duties to perform.

The medical boards of St, Barnabas and Dover General had several

committees that were responsible for a variety of affairs. Both insti-

tutions have a utilization review board, composed of physicians, nurses

and a few nonprofessionals. One of the duties of this board is to review

all medicaid and medicare patients to make sure the treatment was proper
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for the diagnosis. All cases are screened by nurses and if they find

anything unusual, they refer the case to the board. Then the physician

must account for his treatment. Indigent care cases are reviewed be-

cause of guidelines set down by the government concerning the number of

days of hospital care medicaid and medicare will pay for. The board

makes sure patients do not spend unnecessary time in the hospital.

Another duty of the utilization review board is to review emergency

admissions for their validity. There are times when both hospitals are

full and have a list of patients waiting for admission (St. Barnabas) or

have beds in the hall (Dover General). The admitting office used to

have problems with physicians who would admit their patients through

the emergency room when admitting was unable to give the patient a bed.

Some of these "emergency" patients would not be as ill as those on the

waiting list and were depriving the ill of the medical care they needed.

By admitting patients this way, physicians were also contributing to the

overcrowding of the hospital. Physicians were intervening in the regu-

lar channels of admittance, taking matters Into their own hands. The

utilization board forces the physician to give valid reasons for ad-

mitting a patient when there are no beds available. The efforts of this

board have reduced the number of admittances through improper channels.

It also forces physicians to follow the guidelines set down by the admini-

stration regarding hospital admittances.

The medical boards of both institutions have several other standing

committees. Dover General and St. Barnabas both have credential com-

mittees that review the backgrounds of physicians seeking sraff privileges.
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The board of directors has the final approval of new staff positions.

St. Barnabas has a peer review committee which sets up standard care

procedures for certain illnesses and injuries. Once the standard tests

are approved, any exceptions or deviations from this are discussed to

find out why they occurred.

There are some hospitals which have a School of Medicine associated

with them. If this is the case, then the departmental chairman there

will usually also be the chief of the service in the hospital. This

position of chairman-chief has a dual role in the medical center. In

the School of Medicine the chairman is an administrator, an academician,

a professor, researcher, fund raiser and consultant to anyone seeking

his advice. In the hospital, as chief of his service he manages the

affairs of his department. He is a member of the executive committee

of the medical staff, and as such he helps create and execute hospital

policy. One of his duties is to select the interns and residents he

wants to work on his service. Another is to supervise the house staff

and the medical students working under him. He also must care for his

own patients. The dual role of chairman-chief gives the physician much

power in the medical center.

Most hospitals have a house staff, which is under the supervision

of a chairman-chief or a director of medical education, as at St. Barnabas.

The house staff is composed of medical interns and residents, who work

only at the hospital. They care for patients brought into the emergency

room, and keep a watch on the patients who have their own private phy-

sician, in case something happens to them. The private physician can
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not always be at the hospital and available when needed. Therefore,

staff physicians rely on the house staff to take care of unforeseen

emergencies which may arise.

In the School of Medicine, the faculty members under the chairman

devote themselves to research and teaching. They receive more reward

for research achievements than they do for providing medical care to

hospital ward patients. Faculty members actively practice very little

medicine and supervise their students only on a limited basis. The

hospital house staff is responsible for providing patient care and

helping teach the medical students. The faculty's emphasis on academic

medicine leads them to an increased interest in research and teaching

and a declining interest in an active practice within the community.

The medical student finds himself in two different roles. In the

School of Medicine he is a student, but in the hospital he is a doctor.

Within the hospital medical students are at the bottom of the authority

hierarchy of physicians. They are not responsible for diagnosing or

treating private patients. But they do examine, diagnose and treat the

patients in the wards and clinics, patients who have little say in who

cares for them. These patients are usually the poor people who cannot

really afford the expense of a ward. Medical students are allowed to

experiment, so to speak, on these patients. This practice is a cause

of concern for the hospital's administration, who must worry about the

threat of legal action if these patients are mistreated. The hospital

could be charged with malpractice if this happened. However, the

administration has little authority to influence the care given ward
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patients, since this matter falls under the supervision of the medical

staff.

THE DEPARTMENT OF NURSING

The Department of Nursing has its own bureaucratic system to deal

with their work. A nurse is subject to the physician's orders and must

perform her duties in the hospital where most nursing occurs. This

greatly reduces the chances for a nurse to gain full professional status.

She only achieves simi-professional status as a member of the paramedial

division of labor within a hospital. Even as a private duty nurse out-

side the hospital, she is dependent on the physician's orders regarding

the care given the patient. But even this is rare today, since most

private duty nursing is performed within the hospital Itself. Public

health and visiting nurses aid the patient when he is at home.

In recent years, nurses have taken on more important tasks than

just general bedside care. They now update patient charts, draw blood,

dispense medicine. They must be familiar with the theory and procedures

involved in modern medicine in order to be able to perform a physician's

orders. At the same time, as the number of tasks increased, nursing

began to drop some of its traditional bedside care and take an interest

in supervision. Nurses began to specialize and a new hierarchy emerged,

with the lower groups taking over the general bedside care. The quest

for professionalism by attaining supervisory positions has lead nursing

away from the patient. Therefore a dilemma occurs within the nursing

field - should nursing remain subordinate In the medical hierarchy or
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should it raise its position to attain more equality, at the risk of

12
foresaking the traditional duties of nursing.

A head nurse is in charge of each patient-care unit. Her job in-

volves two lines of authority - she is the hospital representative, whose

duties include following the policies, rules and procedures of the admini-

stration; and she is the physicians' representative, whose duty is to

carry out the physicians' orders for his patients. The head nurse is an

"executive officer" in her unit. The administration and the physicians

know that both hospital policy and doctors' orders are being followed in

the patient-care unit. The head nurse is an R.N. - a registered nurse.

She usually does not give personal bedside care to patients. Her job

is to see that medical orders are followed, aid in emergencies and

other procedures, and to provide supervision over her unit. Licensed

practical nurses, nurses aids, student nurses - these are the ones who

carry out and administer the bedside care to the patients. The nursing

department has its own hierarchy of authority, comprised of supervisors,

assistant directors, associate directors and the Director of the depart-

ment.

Today, a typical nursing unit may be composed of the following: a

nursing supervisor whose job is to see that all necessary orders and

tasks are done; a head nurse who directs the day-to-day activity of the

unit; an assistant head nurse who performs general duties; several

floor nurses who provide bedside care. There are also aides, orderlies,

messengers, maids and janitors who provide services not directly re-

lated to the medical care of the patient.
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ANCILLARY WORKERS

Within the hospital there are also many ancillary workers, some

of whom work directly with the patients, some indirectly. There are

lab technicians who undertake blood tests, and many other lab tests.

Other technicians perform X-ray tests on patients. Physical therapists

help with the rehabilitation of patients with broken limbs and stroke

victims, among others. However, there are many hospital workers who do

not work with the patients. There are maids and janitors who clean the

rooms and halls, launder the linen, repair and maintain the physical

plant Itself. The accounting office, admitting office, mall room and

medical records are just several of the offices which require clerical

personnel. Most hospitals also have an active volunteer service, where

men and women from 16 to over 60 offer their time and service several

hours a week in whatever area needs them.

As we have seen, there is much division of labor within a hospital.

So much so that it is possible to distinguish:

(1) physicians from (2) those workers who give direct
and indirect medical services under 'orders' of or
supervision by physicians - medical and paramedical
personnel, respectively. In the latter case we must

distinguish between (a) those who serve the patient
directly - primarily nursing and ward personnel but

also various 'therapists' and (b) those who proved
technical services contributing to medical service -

laboratory and other technicians. We must also
mention (3) those service workers who care for the
physical plant of the hospital and perform the other
tasks connected with maintaining the plant and managing
the food, laundry, and other services necessary for

its survival, and (4) the clerical personnel who pre-
pare, transmit, and store the written communications of

the institution. We must also mention (5) those whose
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task is to organize, supervise, and coordinate

the work of all workers in the light of the over-

all objectives of the organization itself - the

administrators. In addition to these major types

of everyday hospital worker, there are, of course,

(6) the legal governing board of the institution,

which is not a continually working group, and (7)

the patients or clients, who, while more or less

passive and frequently transient, are nonetheless

members of the organization. 13

CONFLICTS

Since there are so many different types of groups caring for patients,

there are also many different relationships and interactions, as well as

conflicts, found among them. One major area of conflict occurs between

the administration and the medical staff over financial matters. The

staff asks for new, modern equipment, for new drugs, etc. - all of which

cost much money. The administration has to keep the books balanced so

the hospital does not go into debt. A choice must be made by the admini-

stration concerning what staff requests can reasonably be fulfilled and

which can not. This causes physicians to make unfavorable statements

about the administration, such as they are "too occupied with their com-

mittees, conferences and their own off ices.. .They rely too much on re-

ports and too little on first-hand observations." However, there are

some physicians who understand the position of the administration and

praise the work it does.

The administrators have the responsibility for

running this institution as a business enterprise.

They've been badly maligned by the medical pro-

fession, but if it weren't for them running a

good hospital, there wouldn't be much to work with.

I'm fully convinced that a hospital reflects its
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adrainlstratlon just as it reflects Its pro-
fessional care.lS

A hospital administrator's job is to see that
patient care is furnished without the hospital
going into debt. It isn't easy for the admini-
stration to avoid debts because most of the
services are medical in nature and medical people
carry on their own billing system Independently,
But the administration has to accept prima donnas
and irregularities in demands and services. The
administration has the job of pulling together all
his hospital family. 16

In the hospital, the private practitioners work mainly with the

house staff and the nurses. They realize how Important the house staff

Is to them.

They (the house staff) do the initial history and
physical examination and a lot of paper work for
us. They also do many procedures which would be
physically impossible for us, since we are very
active and busy in private practice. They're always
here and 1 think this is probably the most important
thing. If anything should happen, they can take care
of it or at their discretion call us. They are there
all day long. I can only be there once or twice a
day. They are of incalculable aid to us.^

However, as with any situation, conflicts may occur.

In the absence of the attending physician, they
(the house staff) take over his duties, and, in
general, they do this very well. Sometimes, however,
they have deficiencies. They're too blunt with some
Individuals, especially of the lower class. They
also assume too much responsibility in telling
patients things we don't want them to know or in
doing some things in their scientific way which really
do not need to be done, even though they are accustomed
to doing this on the other side (the University division).
Sometimes this puts you in a bad position; it's embarrass-
ing. The family will call and ask about something and we
don't even know anything about it, but in general the work
of the house staff is very good. 18
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The house officers are usually young and recently graduated from medical

school. They are insecure and eager to do the right thing - sometimes

they are a little too eager and infringe upon the private physician's

rights. On the whole, the relationship between the house staff and the

private physicians is a good one.

Administrators face another conflict with the various paramedical

and ancillary workers of the hospital. Nonprofit hospitals are no

longer exempt from the National Labor Relations Act, which passed a

bill in late August, 1974, allowing hospital workers to organize unions

and to go on strike. Suddenly hospital administrators were caught up

in the procedures of collective bargaining - recognition, negotiation

and contract administration. If the union achieves a representative -

status and all procedural requirements concerning negotiation have been

met, the administrator can concern himself with the negotiations. The

hospital administration must offer the union a contract if negotiations

end in a collective bargaining agreement. A labor lawyer may be hired

by the administration to give advise, but the administrator should be

19
the chief negotiator.

A labor organization is given a 12-month period to convince the

administration to sign a written agreement. The National Labor Re-

lations Board has established three areas of bargaining. The first

concerns "mandatory" items, such as wage rates, pension benefits,

seniority. These items are bargainable; if they are not agreed upon,

the workers can strike. The second area concerns "permissible" issues.

Issues which both sides may bargain for if both agree to it. These
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issues Include changing the negotiator on either side or rehiring

strikers who were fired. The last area concerns things outside the

field of the immediate negotiations. For a contract to be approved,

it must be tested to see if both sides can cooperate reasonably well

under the new rules. When the contract is signed by both parties, the

bargaining enters into the executive phase, into contract administration.

A hospital administration can protect its rights in two ways: by

including management clauses in the contract, which contain a detailed

description of the functions of the administration; and, by agreeing

that anything in the contract is open to future bargaining power - any-

thing not listed directly in the contract is a right of the admini-

stration. A contract with medical professionals, such as nurses, will

usually discuss the responsibility of patient care. This is especially

true with nurses who can use their control of the patient care given as

a major bargaining power. Nurses also demand that there be a dis-

21
tinction between those with supervisory duties and those without.

Contrary to popular opinion, the health care unions do not want

to take over the running of the hospital. The unions are not formed

only for economic gain, but are created to protect the workers from

any arbitrary decisions by the administration. The union looks after

the rights of the hospital workers. A contract may require the admini-

stration to try to fill a nursing vacancy from within its own labor

22
supply before it can hire someone from outside.

A good grievance procedure is an Important part of a contract. A

grievance exists whenever an employee questions the interpretation and

2D
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and utilization of a contract. Efficient and effective grievance pro-

cedures can settle problems quickly and avoid an unnecessary wildcat

strike. The characteristics of good grievance procedures are to handle

them promptly; make sure the procedure is clearly understood by em-

ployees and employers, and is easy to use; the procedure should provide

a path of appeal that passes through a higher level of the administration

and the labor union at each step; and the outcome should be final and

obeyed by both sides.

INTERACTION

The patient is the central figure of the various groups of the

hospital whose purpose is to provide the needed medical care. There

are many different relationships revolving around this group, (see

diagram)

The Flow of Interaction Between the Patient, his Family
and Various Hospital Personnel

(from Sickness and Society , Duff and HoUlngshead, 1968, p. 3)

^a«A"'Vs r\^eon\:>t.'VS

l-Tu^-^W uV 0.ci (sVx vVv-A^x-cVcA ^: ySciVvcd c^- C'C\(i4\Ci.\A fe-
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The people within the triangle usually carry out their relationships on

the hospital floor where the patient is being cared for. The people

outside the triangle occasionally visit the hospital floors. The re-

lationship of the family members with the patient is a passive one -

they have little responsibility for his care. The administrators have

an indirect relationship with patients, in that the administrators pro-

vide and maintain supervision over the medical care the patients re-

ceive. The arrows in the diagram depict the direction of communication

and activity between the various groups on a daily basis. Each group

contributes to the care the patient receives, either directly or in-

directly.

We can also see from the diagram the flow of interaction between

the various levels of hospital personnel. Various studies have been

done on the relationships and interactions between these groups. To

provide adequate relations within the hospital, there must be satis-

factory communication paths between all the groups; agreement among the

groups on the institution's purposes; and a clearly defined hierarchy of

authority. A hospital's activity centers around the ward, where the

patient, though the center of attention, plays a passive role.

One study done on the interaction of hospital personnel was done

at "Yankee Hospital", a large, private, general hospital of 800 beds,

located near a metropolitan New England city. Twenty-three different

occupational groups were found working in a "Yankee hospital" ward.

These were divided into five categories, which are:

1. Physicians - visiting staff, residents, interns

2. nurses - supervisors/ instructors, head nurses,

staff and student nurses
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3. paramedical - dieticians, lab technicians, X-ray
technicians, social workers, occupational therapists
and physical theraplts

4. semi-skilled - trained attendants (LPN's), medical
technicians, dietician aids, ward receptionists and

clerks
5. unskilled - nurse's aids, male aids, ward helpers,

floor service maids, cleaning maids, janitors. 24

There is a sharp distinction between the status of each group, evidenced

from the different uniforms worn by them, by separate dining rooms for

physicians, nurses and the others, and by two different cafeteria lines -

25
one for doctors and nurses, the other for everyone else.

The distinctions between the ward personnel can only be understood

by noting two things. The first is that there are dual lines of au-

thority and responsibility on the ward. One line originates from the

doctor, through the nurse to the nonprofessional and deals with patient

care. The other line originates from the hospital administrator,

through departmental heads and supervisors to members of specific occu-

pational groups. A hospital staff physician is not directly responsible

to the hospital administrator, since his status may be termed "volunteer",

having been granted membership by the medical board. The second dis-

tinction Is that the ward personnel differ greatly in the part they play

in the unit. Some are permanently assigned to one ward, such as the

26
nurses; others work on several wards, such as the unskilled workers.

Most interaction between the occupational groups on the ward moves

from above downward, following the chain of authority. This is also

done out of respect for the higher status groups. Nurses will leave

a conversation with someone if a physician joins in. Paramedical workers.
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such as technicians, will not show the same deference to physicians,

27
mainly because most of their work is done away from the ward.

Table 1. Distribution of Conversations between Members of Various

Occupational Groups on two "Yankee Hospital" Wards, ^8

Group with which interaction Doctors Nurses Others

was observed (N:228) (N:562) (N:441)

Interaction within own group: 74.12% 61.577. 61.887.

Interaction with remaining
groups of relatively A C C
higher status: 23.24 9.43 1.36

Interaction with remaining
group of relatively B B A
lower status: 2.64 29.00 36.96

A:nurses B:others Crdoctors
(N's refer to the total number of conversations observed

involving members of each group.)

Table 1 shows that doctors interact with themselves more often than

the other two groups. Doctors mainly interact with nurses next, and

relatively little with the lower groups. Nurses initiate few conver-

sations with doctors, but do so more often with the lower groups. The

others rarely Interact with the doctors, but initiate a considerable

amount of interaction with nurses.

If the distribution of conversations of "Yankee hospital" is indica-

tive of the majority of hospitals, then it would appear the communication

between the various groups of the hospital needs to be improved. Perhaps

a good place to start would be to improve communication between the admini-
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strator and the hospital personnel department. Personnel must under-

stand how important fulfilling patient care objectives are to the suc-

cess of the hospital. Before personnel can hire new employees, the

department needs to know what role the employee will assume, what actions

are expected of him in his involvement with others. The personnel di-

rector's role perception must agree with the administrator's role expec-

tations. Confusion about a position, about what is expected of one,

can be the result of poor communication channels. It is Important in

a hospital that communication be continually moving upward, downward

and in all directions so everyone knows what is expected of them.

Improvement requires the effort of everyone. The administrator and

personnel director should define their role perceptions and analyze

them to make sure they agree. The administrator should communicate

regularly with personnel to keep each other Informed of their role

perceptions and expectations. In this way, relationships between all

the hospital workers can be improved once everyone understands his role

29
in the institution.

Relationships also need to be improved between the nurses and the

unit management workers. Unit management was established to help im-

prove the efficiency of nursing care by providing each nursing station

with someone to coordinate the managerial work. The amount of paper

work nurses have keeps them from caring for the patients as they should.

The unit management program relieved the nurses of this Involved work,

leaving them more time for patient care. However, many difficulties

arose when trying to implement the program.
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The purpose of unit management was to have certain workers perform

non-nursing activities that do not concern patient care. However, what

function of hospital activity does not involve patient care? By defini-

tion, a manager is someone who influences others to act certain ways

and who coordinates the actions of others. Therefore, a unit manager

influences and coordinates the managerial activity of the nursing unit.

Even though the unit manager coordinates the service provided the

patients, it does not necessarily free the nurses to do their job of

nursing. The nurses must develop their own administrative aspects of

the departments, since the unit managers can not represent the admini-

stration. The unit managers are not responsible for raising the ef-

ficiency of all the hospital functions. Each department must have

individuals with the skill to handle specific problems. The managers

30
only coordinate the activity; they do not execute them.

There are two recognizable authority relationships revolving

around unit managers. The first is that the unit managers are responsi-

ble directly to the administration and also to the nurses. The second

is that they are accountable to the Director of Nursing, who is also

responsible directly to the administration.

Defining the relationship between the nurse and

the unit manager is a most difficult problem, as

is establishing channels of communication among

nurse supervisors, head nurses and unit managers..

..Establishing these communication links requires

time. Those who implement a unit management pro-

gram should give careful attention to matching
personalities, understanding initial resistance to 31

change, and understanding key communication concepts.

Before implementing such a program, the administration should make sure
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the people they choose as unit managers are able to get along well with

the nursing staff they work with.

Proper leadership is needed in order to coordinate the activities

of hospital departments. A unit manager must exercise control for

several reasons:

Unit managers work with all hospital departments -

organizational lines frequently cross to complete
the project.. .Many difficulties can arise when unit

managers attempt to foster cooperation and coordi-
nation among other departments. .. .Organizational
position and key responsibilities of unit managers,
if not handled properly, can elicit rampant organi-
zational stress and confusion. Capable leaders with
both academic and practical experience are needed

to coordinate, plan, control and organize unit

management activities. -^2

It is important that unit managers be able to exercise leadership if

they are to succeed in their job. Much of their success depends on

the support the program receives from the administration, the medical

and nursing staffs.

SUMMARY

There are several levels of authority within a hospital. The

medical staff and the nursing department have their own bureaucratic

structure within the framework of the overall bureaucracy of the hospi-

tal. Conflicts of all kinds arise when these different authoritative

groups come into contact. These groups also engage in a number of

interactions between each other. To avoid conflicts, communication

must be improved between these groups so they work together instead of

independently. No single department can function alone. Each one must

rely on the others for existence.
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Chapter V The Cost of Medical Care

Whenever people talk about hospitals and medical care, the conver-

sation will inevitably be dominated by complaints against the cost of

health care. Hospitals and their administrations fight an endless

battle - trying to keep the cost of health care at a reasonable level

while also making sure the hospitals break-even, financially. People

want their medical care to be of the highest possible quality, but

they do not want to pay a lot to achieve this quality. The demands of

society have, in a sense, forced health care institutions to undertake

efficiency programs that have a low operating cost for the output

provided. Due to the high cost of medical care, many people can not

afford lengthy hospital stays and expensive tests. Since every one has

a right to proper health care, several different government and in-

surance programs were established to help pay for medical care. This

chapter will examine some of the cost problems faced by hospitals, the

third party payment system, and various cost efficiency programs to

help improve the medical care system. It will also take a look at

some of the community health services sponsored by community hospitals.

Health care services form a large industry in our country. Its

annual expenditures are over $50 billion and it employs between 3 and

4 million people. The hospital is the main health care institution,

hospital construction costs take up approximately 407o of the industry's

money; hospital personnel absorb approximately 607,. Doctors have the

most important position in providing medical care, but they number

-64-
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1
about 300,000 - less than 107o of the total health services employment.

The other 907o are the skilled and unskilled workers of the hospital.

However, the skilled professionals, with their extensive training, are

the minority group; the unskilled laborers are much more numerous than

the others.

For many years health care institutions were operated with very

little money, employing the services of free labor instead of hiring

workers. Hospital administrations showed little interest in paying

competitive wages or trying to form a solid personnel system to meet

the needs of their increasingly diversified work field. Some of the

specialists groups within the hospital began to organize themselves in

the fashion of the doctors, hospitals began receiving funds from

insurance companies, government medical programs and public organi-

zations. When the hospital workers became aware of the new funds

hospitals were receiving, they decided they had already sacrificed

2
too much and demanded decent wages.

FACTORS AFFECTING HEALTH CARE COSTS

One of the major factors in the increase of health care cost is

the cost of employee salaries. AMA data reported that the average

payroll cost per patient day had nearly doubled in the five years be-

tween 1965 and 1970 alone. The cost in 1965 was $16.70 per patient

day and rose to $33.16 in 1970. One reason for this rise is due to an

increase in the number of hospital employees - there was a 20% increase

In this number between 1965 and 1970. Orderlies, laundry workers, maids.
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janitors, and nurses' aides comprise a large majority of hospital

personnel. These workers usually receive the lowest wages, since they

are at the bottom of the labor market. Therefore, they benefit the

most from wage Increases. In some regions unions are helping the lowest

paid hospital workers to receive decent wages.

The forming of unions by hospital workers is a recent development.

The National Labor Relations Act had exempted health care institutions

from organizing and dealing with unions. However, in the early 1960 's

the Federal government allowed civil service workers, including hospital

workers, to join unions. These new unions were allowed to organize

themselves, but they were not allowed to go on strike - a rule they did

not obey. Laws were then changed and hospital administrations were

suddenly faced with having to negotiate with its union workers. Hospi-

tals began to feel the consequences of failure in their negotiating

when their workers went on strike by walking off the job or refusing to

4
work.

In many cities the health care unions are quite well organized.

When hospitals are faced with a manpower shortage, the unions are in

an even better bargaining position. There are several factors working

to aid the unionizing of hospital workers. Many people live in or are

moving to metropolitan areas. This concentration of population makes

it easier to form a union. The hospitals in this area are usually

larger institutions, also making it easier to unionize the workers.

Within city hospitals a good number of the unskilled workers belong

to minority groups. Frustration and dissatisfaction among these mi-
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norltles will only make them more eager to organize and join a union.

An effective union can cause an improvement of the utilization of

hospital manpower by demanding that wages correspond to the competi-

tive market. This causes the administration to reorganize its labor

5
system to employ it more efficiently.

When unions demand higher wages and go out on strike, hospitals

are faced with another cost problem. If the hospital gives in to the

unions, their payroll costs increase, forcing the institution to either

charge higher prices or ask for more funds from the state government.

If the hospital refuses to increase wages, union members will walk off

their jobs, leaving the hospital with very few workers to care for the

patients. This was the case in New York City this past summer (see

New York Times article, "Union Broadens Hospital Strike; Talks at

Impasse" on page 68). The nonmedical, ancillary workers at 43 New York

hospitals and 14 nursing homes went on strike when their demands for a

cost-of-living increase were denied. The League of Voluntary Hospitals

and Homes, to which most of the struck institutions belonged, said

there was no money for this increase. The hospitals would not increase

medical costs to cover the wage increase unless they received more funds

from Blue Cross, Medicare and Medicaid. The New York state government

declared that it would not increase its aid to those struck institutions.

Unfortunately, I do not know the outcome of this strike, but some specu-

lations can be made. The hospitals may have been forced to give in and

raise medical costs without state aid, just to get the hospital func-

tioning normally again. Or the hospitals could fire those who went out
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on strike and hire new workers who are willing to work at the current

wage. The unions may have backed off and gone back to work, merely

because they could not afford to keep up the strike and not have any

money coming In. This Incident shows how unions can cause cost prob-

lems within a hospital and can also lead to Increased costs of medical

care for the people of the community.

It has been said that

the major Increase In dally hospital charges, es-

pecially since 1966, reflects the rapid demand

rise for hospital services, the consequent need

to attract new workers to this field, the use of

more expensive equipment, and significant gains,

many of a catch-up nature. The latter factor Is

of particular significance in hospitals which are

both traditionally low-paying compared to other
industries and labor- intensive in that payrolls

account for more than three-fifths of hospital
expenses.^

The cost of medical care has risen greatly since the establishment

of Medicare and Medicaid. Hospital costs have been rising about 15% a

year, and total health care costs have risen to 87, of the Gross National

Product, as opposed to only 5% 25 years ago. Part of this increase is

due to the fact that hospitals were paid by the government and the

Insurance companies on a cost reimbursement basis - meaning these medi-

cal coverage programs paid the hospital the total amount of a patient's

medical bill. This gave hospitals the incentive to acquire new complex

and expensive equipment. With the new equipment and modern technology,

a hospital's ability to help the ill has Increased, but so has the cost

of that care. The Increased cost is the price patients must pay for
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receiving better care.

Another factor affecting the cost of hospital care Is the surplus

of hospital beds. In 1971 alone, the cost of providing empty beds

amounted to over $4 billion. In that year the occupancy rate of an

average 836,397 community hospital beds was only 75.97o, One of four

beds remained empty or a total of 200,000 beds. The AMA has estimated

the cost of maintaining an empty bed as being 2/3 that of an occupied

bed. In 1970 the 186,560 empty hospital beds cost about $10 million

dally or $3.6 billion for the year. The occupancy rate had been

steadily rising since World War II, reaching 78.8'/!, In 1969. But the

rate fell sharply over the next two years to 78% In 1970 and 75.97, in

g
1971. The decline in the occupancy rate caused some hospitals to re-

duce their staff due to the lack of patients. Still other hospitals

have had to reduce the size of their obstetrical ward or close It

entlrelydue to the rapidly declining national birth rate.

However, even though there Is a surplus of hospital beds, they

are unequally distributed. One hospital may be continually full and

turning people away, while another hospital 25 miles away stands half

empty much of the time. This Is the case at Dover General Hospital,

which Is located In a highly populated area. Within a 30 mile radius

there are three fairly large hospitals, all having 300 beds or more.

Dover General more often than not Is full to capacity and has to put

extra patients In the halls. The administration has asked the state

government for the necessary funds to expand the hospital to meet the

needs of the coomunlty, but have been refused. The state says there
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are more than enough hospital beds between the three medical institution

to accommodate the population within that particular area. That may be

true, but one hospital stands half empty while Dover General has more

patients than it can adequately handle.

Another problem in health care institutions concerns organization

of services within the hospital. Many hospitals devote their time to

caring for short-term illnesses, while neglecting the care of the chroni-

cally ill. Recently, however, better services for the chronically ill

have been developed and put to use. Outpatient services have been

further developed, allowing use of a hospital's resources at a reason-

able cost. As nursing homes and other health care institutions are

improved, the hospital will be able to function as it should and will

no longer have to devote its time to caring for those who require

9
little medical care but constant personal care. Most patients require

hospitalization during the most critical part of their illness. When

they begin to recover, alternate facilities should be available to care

for them, such as nursing homes, recuperation and rest homes, and home

care programs. If these facilities are not available, the cost of medi-

cal care rises. Because a patient requiring little medical care occu-

pies a hospital bed, someone who is very ill and requires extensive

medical care is deprived of it. Extended care facilities must be de-

veloped to allow the hospitals to aid those in need. These facilities

would include: home care programs, where a visiting nurse could check

on a patient's progress; foster family programs, where someone living

alone could be placed with a family who would look after him until he
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is fully recovered; outpatient services for medical and rehabilitative

services. 10

THIRD PARTY PAYMENT

Today people have more protection in the form of medical insurance

for the cost of their hospital stay than ever before. To some, patient

care may seem almost free, since those with hospital insurance do not

have to pay their bill for a specified number of days, such as 30, 60

or even 120 days after they have left the hospital. Few patients worry

about the daily room cost of $60-$100 when they have some sort of medi-

cal coverage that will pay their bills. Patients who have no insurance

coverage are required by some hospitals to either pay a cash down pay-

ment against their bill or sign a lien against their property before

they receive treatment. There are more than 1800 organizations which

offer health insurance to the public. Among these organizations are

900 commercial or mutual insurance companies offering group or indi-

vidual insurance policies. Blue Cross and Blue Shield have 150 differ-

ent plans, each offering varying degrees of hospitals and medical

services. There are about 800 independent insurance agencies, some of

which are community sponsored; health insurance plans of union welfare

funds; employer, employee medical coverage. Now these insurance

companies and government agencies, like Medicare and Medicaid, are being

swamped with bills for nonessential hospital treatment. These medical

agencies are working to find ways to prevent their recipients from

12
abusing medical care policies.
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The Increasing use of this third party form of payment has

lessened the struggle over cost between doctors and patients, and

hospitals and patients. However, the money the government uses to

pay these bills comes out of the taxes that evexryone must pay. The

high cost of medical bills, through patient abuse, only hurts these

people - and everyone else - in the end when the government has to

increase the tax level. The government was very upset when it real-

ized in the late 1960 's that Medicare and Medicaid was costing them

much more than they expected. Medicare (and also Blue Cross) re-

imburses the hospital on a cost basis, meaning they pay a patient's

bill in full, with very few services excluded from the coverage.

Medicaid, however, does not pay the entire bill, only a certain per-

centage of it.

Since a large part of our medical care is "free", so to speak,

many believe that all medical care should be free. This is because

people get very upset when their doctor charges $50-$60 for a physi-

cal, which includes routine chest X-rays and laboratory tests. Yet

these same people think nothing of paying $100 or more to have their

car overhauled. They will spend $8-$ 10 for liquor, but complain

13
loudly about paying the same for medicine.

Hospitals have benefited from the third party payment system,

since they receive most of the money these agencies pay out. Under

certain provisions, many states have allowed their hospitals to

raise the rates they charge. Several New York City hospitals now

charge Medicaid patients over $90 a day, approximately twice what
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the state government paid them two years ago. Since Medicaid also

covers outpatient costs, some hospitals are now charging $20-$25 a

visit. There are a few hospitals who have increased their rates by

1007, over their old state reimbursement rates. Hospitals have fewer

bad debts since medical care agencies pay them. Doctors will not have

to reduce their rates for the poor or fail to collect and pharma-

14
ceutical sales will increase.

The establishment of third party payment for medical care has

resulted in many people being admitted to the hospital for tests that

could have been done in the outpatient clinic. Many tests are unneces-

sary, but the physician orders them just the same. Even with these

patients in the hospital, there are still empty beds within the insti-

tution. Hospitals are trying to lower the cost of their medical care,

hoping that this will cause a rise in the demand for their services.

To gain clientele, these institutions have begun competing with each

other - a competition that benefits the general public. There are

many different kinds of medical care that people require. Competition

among hospitals will cause them to institute various services; hence,

at least one will be able to meet the special needs of the public.

Hospitals are being motivated to listen to patient demands and make

changes to guarantee patient satisfaction. Competition from other

forms of health care Institution, such as health maintenance organi-

zation (HMO's), which are more efficient and have better contol over

their resources, have caused both hospitals and private physicians to

begin reducing the cost of their medical care.
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COST IMPROVEMENT PROGRAMS

Health maintenance organizations may eventually cause better re-

source utilization and lower costs In hospitals. The HMOs may become

competitive with hospitals, since HMOs charge much lower fees, HMOs

are prepaid health programs which emphasize preventive medicine, ac-

cording to the New York Dally News (see newspaper article, "HMOs Aren't

What All People, Doc Order"). It Is a new alternative to the present

health care delivery system. HMOs bring physicians, nurses and para-

medics together under one roof and are better able to control the

price of the medical care given there. If HMOs can provide health

care at lower costs, they can force hospitals to reorganize their cost

program, reducing the cost of care while still providing high quality

care.

To improve their situations, hospitals must begin an efficiency

campaign among their staff, and undergo a reevaluation of their goals

in order to make them coincide with public demands. Several things

they could do would be to reduce the number of beds they have, elimi-

nating the empty so the institution will not have that added expense.

Hospitals can reorganize so as to make better use of the resources

they already have. If a hospital can not make the necessary improve-

ments, it will have to close. However, there is a difference between

a hospital closing because it has too many vacant beds and one closing

due to inefficient management. In an area where there is an over a-

bundance of hospital beds for the population, the cost to the public

would be far greater keeping it open than closing it. Keeping an in-
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IS QJ

t'sNotWhat

All Ordered
(Continued from page 7)

does not take over the function-

of the private health insurance

industry.

Blue Cross-Blue Shield has
underwritten the development of

the state's first two operation

HMOs—in Trenton and Vineland.

Blue Gi'oss-Blue Shield provides

coverage for about 60 'Jc of New
_ Jersey's residents.

Other companies have yet to

Co., which operates HMO's in

sey, but several have expressed,

interest. Prudential Insurance
Co., which operates HMOS in?

Houston and Providence, R.I.,

will "undoubtedly" decide to

develop at least one in New Jer-

sey. Prudential's corporate head-

j

quarters is in Newark. 1

Edwin Kelleher, chief of alter-

native health systems for the
state Department of Health, said

the HMO concept is "waxinffi
stronger every day." ^
New Jersey enacted legislatiojfci

in 1973 setting guidelines iow
HMOs. The law is a virtual car-*

bon copy of the federal act, al-*

though it provides virtually nee

funds. 'Kelleher said his depart*
ment has ^- about ?3OO,0pO thif
year to asjl^'all forms o^ health'j

care deltve'fj* programs. '

'
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16
efficiently run hospital open Is an expensive social waste.

Some hospitals are Instituting a management engineering program to

help them reduce cost and Improve care.

Management engineering or systems design can be a
valuable asset to health care facilities attempting
to provide quality care at a reasonable cost while u
complying with ever Increasing government regulations.

The goals of management engineering are reduced cost and effective patient

care. These are achieved by several methods:

Establish work standards to determine staffing
patterns; analyzing and designing work systems;
evaluating the cost of various alternatives to
provide Input Into administrative decisions;
developing management control tools to monitor
systems effectiveness; simplifying paper work
and forms; forecasting future needs and helping
administration with planning; providing Infor-
mation to administration for fiscal budgeting;
developing quality control programs to help the
administration monitor the quality of patient
care.^^

Management engineering has been established in a St. Cloud, Minn,

hospital, and has formed many new programs Involving the food service,

linen distribution, outpatient scheduling, wage and benefit practices,

and employee suggestions. The department of management engineering also

dealt with the staffing requirement of other departments. One area

which was studied intensively was the nursing units. The St. Cloud

hospital used team nursing, where one registered nurse supervised a

team of nurses which cared for up to 18 patients. A great deal of the

supervisor's time was spent in dealing with administrative work, instead

of patient care. Management engineering suggested the nursing team be

assigned only 10-12 patients, allowing the registered nurse more time to
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attend to patient care. The number of nurses needed was Increased, but

the quality of patient care was Improved and the nursing staff was more

19
satisfied after the reorganization.

The management engineering program will be destroyed If the emphasis

on cost reduction becomes harmful to the quality of patient care. The

program was not designed specifically to reduce cost; It was also de-

signed to Increase efficiency within the hospital. At times the only

way to promote efficiency Is to Increase cost. The administration must

work together with management engineering. It must "establish objectives

and policies in keeping with the overall goals of the organization pro-

20
vide projects and priorities; and lend strong support to the program."

The program also needs support from the other levels of administration,

as well as from the employees in general, who are the ones affected by

21
most staffing changes.

The employees do not always understand the reason for staff changes

and are hesitant about accepting them. The changes result in employee

transfers to other departments, where it is believed their services will

be better used. However, the changes instituted by the management engi-

neering program resulted in a $200,000 reduction in cost per year for

the St. Cloud hospital. "Confronted by consumer pressures and govern-

ment regulations, hospital administrators need all the help they can

22
get to control costs and increase effectiveness." The management engi-

neering program is one form of help for administrators.

Many hospitals have realized that reorganizing their staff results

in a more efficient, productive hospital, as well as helping to control
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rlslng costs. Proper staffing usually increases the quality and quanti-

ty of a department's work, and increases productivity while reducing

the cost. Many staffing decisions are based on predictions about de-

partment workloads - some departments may require more people to handle

an increased workload, some may require fewer if the workload has de-

creased.

St. Thomas Hospital, in Nashville, Tenn. , established a personnel

utilization system that aids in controlling and predicting the staff

levels within departments such as radiology and in the laboratories.

This system evaluates the procedures involved in the various depart-

ments. Each procedure was timed to see how long it took to perform the

task at an acceptable level of quality. These times were assigned a

certain value and were then added to the rest of the procedures to

determine a total number of output units over a given period of time.

The total hours required to do the work, plus the number of paid hours

are reported to the administration every month. Then the required

hours are divided by the paid hours to yield a percentage of personnel

24
utilization or productivity.

The reports provide the administration with an accurate accounting

of each department's productivity rate on a monthly basis. This allows

adjustments to be made more objectively. The report is also an easy

method of analyzing problems concerning productivity and staffing and

for proposing changes. An adjustment can be made after reviewing

these reports to see if an increase or decrease of total hours is re-

quired for the department. These monthly reports are beneficial in
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25
finding out the cost of instituting new procedures or equipment.

A personal utilization system requires the hospital and its de-

partment to provide a clear-cut definition of output, resulting in a

continual reinforcement of departmental objectives. Since all the re-

ports use the same unit of value, time, they can be used to predict

the future from the past. Besides determining staff levels, the re-

26
ports help determine revenue and labor budgets.

COMMUNITY HEALTH PROGRAMS

Some community hospitals are beginning to coordinate broader health

care services for the community outside the hospital itself. Several

communities are experimenting with a "health campus" approach to co-

ordinating health care services. A health campus would group together

various community health care facilities and services. The Department

of Health, voluntary health association offices, doctors offices, ex-

tended care facilities, rehabilitation centers - all would be grouped

together in one big medical complex. One advantage of this campus con-

cept is that a patient could easily get from one needed service to an-

other. Doctors and other medical personnel could move from hospital

27
patients to nursing home patients with greater ease.

The coordination of community health care facilities can best be

developed using the hospital as the core of the medical complex. Hospi-

tals must change their attitude about themselves if new programs are to

work. They can no longer operate in isolation or view themselves as

self-sufficient. By helping develop other types of health care facili-

ties, a hospital can reduce its patient care cost by sending patients
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te the facility that will properly care for them. Hospitals would serve

mainly those patients who were chronically ill and required treatment

28
available only at the hospital.

Perhaps aggressive leadership is needed in hospitals to encourage

them to undertake more community services. Hospitals and nursing homes

need a flexible leadership that will not be afraid to set new goals and

then pursue them. An increase in community involvement in health care

programs has caused an expansion of interrelated health care services.

Some hospitals have created health maintenance organizations; others

have established long-term care units, with skilled nursing and inter-

mediate care units. A wide range of health care services must be es-

tablished to care for people of all ages and social classes. New

services can be established by organizing the resources of the com-

munity. Hospitals and nursing homes can assume the role of the main

organizers or individual health care institutions can redirect their

resources into community health programs. However, no new community

health service should be created unless it is truly needed, since new

programs take time to become fully utilized. The expansion of com-

munity services does not have to be expensive if it is begun along

modest lines. New programs should be limited to a certain vicinity or

directed toward a certain group of people when it is first begun.

Then as problems are worked out and the program gains more support and

29
experience, it can be expanded further.

The process of instituting community health programs involves more

than just evaluating the community's needs. Such things as the major
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cause of death and the life span of the people must also be considered.

These factors help decide which type of health plan a community re-

quires - social planning or resource allocation. The former plan de-

termines what proportion of social resources will be allotted to

health, to education and to welfare. The latter plan determines what

proportion of the health resources will be used in developing new techno-

logy or securing more manpower or providing new services. Both of these

plans have proved unsuccessful. The majority of health care expenditures

come from private individuals and is not subject to public decision-

making. Community health plans were then primarily theoretical, since

there were no funds to implement the programs.

However, the people who were to benefit from these theoretical

community health programs grew tired of waiting for the theory to be-

come a reality. These people came from low-income, usually minority,

backgrounds and they were tired of living in poverty. They began to

demand an improvement in their social conditions and they also wanted

to be allowed to participate in planning new social and health care

programs. This demand gradually grew to include other things. Those

participating in the planning and decision-making also wanted to take

part in the enforcement of these decisions. The poor and deprived de-

serve the right to have a say in the programs planned for them, as well

as help in controlling them. Just give them the chance to do it! Far

too often health care programs for the poor and deprived are just empty

campaign promises, spoken to win a few votes, and then quickly for-

gotten when the politician takes office.
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Many people prefer to view the health care problem from a class

perspective. "The American health care system Is a middle class system,

and as far as the poor are concerned, it needs to be altered if it is

30
to serve them." The health care system is not just for the middle

class - it is for everyone. Every man, woman and child has a right to

proper health care, no matter what class they belong to. The problem

is in trying to provide this care. Medicine must meet the needs of the

community and direct Itself to community goals. From a social view-

point, plans must be made to provide health care services to the poor;

from the medical viewpoint, more participation is needed in designing

these health care programs. When the community and the medical pro-

fessional come together to discuss health care services, a conflict

arises over who will control the programs. There are also conflicts

over which group has the final say in the decision-making process, as

well as in deciding how much money to allocate to these programs. As

a result, the community and the medical professionals spend more time

arguing than planning, and the health care programs for the low-income

groups never become a reality.

SUMMARY

One of the major reasons why health care costs are so high is

the increasing cost of employee salaries. Labor unions of hospital

workers can add to this Increase by demanding higher wages or going out

on strike. Another reason for high medical costs is the expense of

maintaining empty hospital beds. Many patients are not as aware of the
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high costs of health care because of medical insurance companies, such

as Blue Cross, and government programs - Medicare and Medicaid. These

agencies have also caused health care costs to increase, since physicians

and hospitals have now increased their rates for all people. Physicians

and hospitals believe they have no reason to charge lower prices to low-

income people when medical insurance agencies will foot the bill. Hospi-

tals receive more money, while the people of the community are subjected

to medical tests and hospital stays that are unnecessary.

Hospitals are trying to institute cost efficiency programs to help

them utilize their personnel and resources to the fullest extent. Hospi-

tals are also instituting these programs so they can compete with other

forms of medical institutions, such as HMOs, which offer health care

services at much lower costs.

Community hospitals are beginning to sponsor and coordinate health

care programs for the community. Some of these programs are allowing

the low-income people, who benefit the most from these programs, to

help in the planning and enforcing of community health services.
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Chapter VI Conclusion

The theories of Weber and Selznick, the development of bureaucracy

in medicine and the various authority levels found within a hospital

have been discussed in this paper. Now I will draw my own conclusions

about the bureaucratic structure found in hospitals. I believe that

hospital bureaucracy is a combination of the theories of Weber and

Selznick.

Weber's theory of bureaucracy has a pyramidal shaped hierarchy of

authority. A pure bureaucracy has one person or group at the top of

the authority structure which holds all the power and controls all the

workings of the organization. A hospital bureaucracy has one group

with the most power, but there are two other groups which hold almost

as much power. The board of directors holds the top power position;

they have the final say in all the policy-making decisions. However,

the administration and the medical board both work closely with the

board of directors. The decisions made by the latter group must meet

the approval of the administration and the medical board. Each of

these groups has its own duties and responsibilities within the insti-

tution, and one can not exist without the other two.

The board of directors relies on the administration to carry out

hospital policies and to direct the daily functioning of the hospital.

It is up to the administrator to deal with whatever crisis occur within

the institution. The board of directors meets only periodically, where-

as the administrator is on the job every day. The board of directors
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also relies on the medical board to oversee and enforce the rules and

policies concerning the medical staff. The medical board is responsi-

ble for all the medical affairs of the hospital - the directors of the

medical and surgical departments, the staff physicians and the house

staff. The administration is responsible for the affairs that are

directly and Indirectly related to the medical care of the hospital -

the nursing department, personnel, the business oriented departments,

as well as overseeing the ancillary departments, such as X-ray, pharmacy,

dietary. The board of directors can not function without the admini-

stration to manage the hospital and the medical board to oversee the

medical care. The medical board needs the administration to approve

requests for new equipment and technology. It needs the other two

groups to provide a place for the physicians to treat their patients

in an organized fashion. The administration needs the medical board

to provide the medical care and the board of directors to set down

policies. The board of directors is also needed to raise financial

support for the hospital from the community. The hospital can not

operate without sufficient funds, which voluntary, nonprofit hospitals

rely on the board of directors to get. This structure - the board of

directors at the top, the medical board and the administration slightly

below - constitutes Weber's pyramidal structure of bureaucracy. The

other levels in the authority hierarchy have less power the lower down

the scale you go.

Selznlck's theory is concerned with the Informal structure of

bureaucracy. He is concerned with the worker groups at the lower levels
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of authority. These groups band together and can decide to not follow

the rules of the organization. They are more interested in their own

positions, rather than in the goals of the organization as a whole.

The officials of the bureaucracy must work together with these workers

to insure the success of the organization.

Within a hospital bureaucracy, there are many worker groups that

can - and do - band together to undermine the goals of the hospital.

One example of this is the unions of technicians, therapists, janitors

and maids, to name a few, that are begining to organize in hospitals.

These unions become caught up in themselves, wanting the best working

conditions and wages they can get, regardless of the goals of the

hospital. If the unions decide to go out on strike, they are totally

disregarding the goals of the medical institutions - to help the sick

get well. Hospitals can not operate without the aid of these workers,

whether they deal directly with patient care, as nurses do, or indirect-

ly, as technicians and janitorial workers do.

The administrator, as a leader, has the right to delegate authori-

ty to others. Problems arise when the interests of the men within the

organization conflict with one another. The administrator, from these

problems, learns more about the work he is doing: he develops more

skills and techniques to handle his duties. When problems do arise,

the administrator must work to keep himself from becoming so involved

in the Internal struggles that he sets aside the goals of the insti-

tution. It is up to the administrator to stress the importance of the

rules and goals of the hospital to the worker groups. He must make them

understand that their disobeyance of hospital policies threatens the
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existence of the institution.

It is from this that I believe hospital bureaucracy to be a combi-

nation of the bureaucratic theories of Weber and Selznick. Hospital

bureaucracy has a pyramidal hierarchy structure, but the officials

must also work closely with the worker groups on the lower levels of

the hierarchy in order to keep the institution running. There must be

a team spirit within the hospital - everyone must realize that they

are all a very important part of a team whose goal is to help the sick.

This goal must be uppermost in the minds of all.

The medical system of the United States is very different from

that of Great Britain. In Great Britain there is a Minister of Health

who holds all the power of the bureaucratic system. The Minister

appoints members to Regional Hospital Boards, of which there are 15

throughout England and Wales. These Boards plan, supervise and coordi-

nate the medical services within their region. Each region receives an

allotment of money from the Minister, which it in turn allocates to the

hospitals in the region. These Regional Boards appoint the senior

medical staff members of the hospitals. The Boards also appoint members

to a great many Hospital Management Committees which govern a small

number of hospitals. The British medical hierarchy structure consists

of a Minister of Health who delegates authority to Regional Boards.

Each Regional Board is divided up into a number of Hospital Management

Committees. This last committee delegates authority to the hospitals.

In the United States, there is no one person who holds absolute

power over the medical bureaucracy. There are no Regional Boards or
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Committees to govern hospitals. Each hospital in the United States

operates independently and is subject to its own bureaucratic structure.

Perhaps if we did have some sort of National Medical Bureaucracy, the

cost of medical care might not be as expensive as it now is. As the

system stands at present, hospitals can practice price discrimination -

that is, they can charge patients different prices for the same services.

With the institution of Blue Cross medical insurance and Medicare

and Medicaid, government medical programs, hospitals have increased their

price discrimination. Now that they can receive full reimbursement from

the medical Insurance agencies, hospitals no longer lower their rates

for low-income patients. Hospitals take advantage of these medical pro-

grams to earn more money for themselves. Physicians do the same thing,

in conjunction with hospitals. Physicians will admit patients into

hospitals for tests that could have been done in the outpatients depart-

ment, merely so they can get more money from the Insurance agencies.

This practice causes the cost of health care services to Increase. Medi-

cal institutions raise their prices in order to receive more funds from

the insurance and government medical programs.

Hospitals compete with one another to get patients to use their

services. Some hospitals buy expensive equipment in order to perform

tests which very few people require, just so they can impress the com-

munity and get their business. Hospitals in the same vicinity may

purchase expensive machines that other hospitals already have just to

try and get more patients. This is a waste of money, since none of

these machines will be used at their peak potential. These hospitals
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should meet with each other and try to work out a policy whereby there

is no duplication of equipment or services. This would save the com-

munity much money, since they are the ones who suffer from the high

costs of duplication of equipment.

There should be more cooperation between hospitals in order to

fully utilize the facilities and equipment of them all. Suppose there

are several hospitals within a certain vicinity, such as in the same

city or in nearby towns, and one is not receiving as many patients as

the others. The administrators of these hospitals should come together

and decide how to reorganize their collective resources so as to make

full use of all the hospitals. Perhaps they could move the obstetrical

wards of all the hospitals to the one with fewer patients; another

hospital could handle all emergency cases. This cooperative effort

on the part of the hospitals should help to fully utilize the resources

of the institutions. The hospitals should reorganize their services to

take advantages of the strengths of each and to minimize the weaknesses.

Perhaps the quality of patient care would be increased by hospitals that

concentrate on providing certain kinds of care. These hospitals could

expand in certain areas to offer the best possible care and acquire the

medical personnel to give that care. The cost of this care should be

less as the services would be fully utilized and would take less time

to pay for Itself.

Health care institutions could help cut some of their costs by not

expanding or renovating their facilities unless it is absolutely neces-

sary. As a result of the 1974 National Health Planning and Resources
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Development Act, health care institutions must obtain a "Certificate of

Need" showing that expansion or renovation is required (from Positions

on National Health Policy , an information booklet on American Medicorp

Inc.). This act makes sure unneeded facilities are not built, which

also helps to reduce duplication of facilities and equipment.

I have just recently learned of another program which may decrease

medical costs. This new program is the Professional Standards Review

Organization (PSRO). The PSRO will study the hospital lengths of stay

associated with individual medical problems, such as tonsillectomy and

appendectomy. From this data, an average length of stay is determined.

Suppose the average hospital stay for a tonsillectomy is two days, but

a doctor keeps his patient hospitalized for five days. The doctor must

then explain to the PSRO the reason why he kept his patient three extra

days. The purpose of the PSRO is to see that doctors do not keep patients

in the hospital any longer than necessary. Some doctors may keep patients

longer so as to charge them higher fees and get more money from the

patients' medical Insurance program. With this new program, doctors

are aware that they must answer for abnormal lengths of stay. I do not

know of any punishment for doctors found keeping patients longer than

necessary, other than perhaps peer pressure from the other doctors and

from the hospital administration to stay in line with the rules.

What can be done to reduce the high cost of medical care and improve

the quality of the care? I believe the national health service outlined

by Charles Peters (see "A Radical Cure for High Medical Costs," Newsweek ,

March 28, 1977) may be a possible solution. Governmental control Is
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Charles Peters

A Radical Cure for High Medical Costs

Practically everyone now realizes that

we need "iome form of national

health insurance. The problem is how to

control its cost. Our experience with

those precursors of national health insur-

ance, medicare and Medicaid, suggests

that extending their benefits to the entire

population coidd produce national bank-

ruptcy overnight.

Under the present system of health

care, the providers of health services

—

the doctors and hospitals—not only set

the price of die care but also decide what
services will be furnished and where
they will be available. Joseph Califano,

the new Secretary of Health, Education
and Welfare, is taking a first step toward

doing something about holding down
hospital costs, but no one is doing any-

thing to control the doctors.

This is not the way we have dealt with

others in the business of protecting our

lives: soldiers, sailors, policemen, fire-

men. We tell them where to serve. The
policemen can't all patrol Park Avenue.
The sailors can't all be based in San

Francisco. Just because an Army officer

wants to be a cavalryman is not an ade-

quate reason for letting him be one. We
do not permit even the greatest general

to charge us whatever he wants.

ADEQUATE PROTECTION

Is there any logical reason why medi-
cal salaries, specialties and places of

work should not be equally subject to

public control? Isn't the assurance of

good medical care as important to you as

the assurance of adequate protection by
the police or die military ? Shouldn't doc-

tors be trained in the areas of medicine

where they are needed and stationed

accordingly? Shouldn't their income be
geared, not to what they want, but to

what the public can afford? If people

don't like public control, they can choose

not to become doctors, just as they can

choose not to become midshipmen or

cadets. If they are already doctors, they

can choose not to participate in either the

benefits or the restraints of a national

health service. In fact, we may want a

small group of physicians to remain in

private practice to provide a competitive

measuring rod for the public service.

The group would be small because there

would be no public money paid to physi-

cians who failed to join the national

healdi service.

A national health service should, of

course, pay for all die costs of training its

members, just as we pay for the training

of our soldiers and sailors. Doctors who
have already completed their training

and elect to participate in the national

service should be reimbursed for that

part of the cost of their training that they

actually paid.

PHYSICIAN TRAINING

This reimbursement idea suggests a

reform that might be made immediately.

The public should take over the entire

cost of physician training—we already

pay a high percentage—and it should

give every intern and resident a gener-

ous salary plus a free Jaguar. This ar-

rangement would deprive diem of the

last shred ofjustification for the self-pity

that seems to possess all but the most
decent doctors in later life, the self-pity

that says because I was strapped to pay

those tuition bills and because I was
exploited as an intern and resident, I am
now justified in robbing my patients

blind. The doctor who thinks $75,000 a

year is his divine right—indeed, a bare

minimum from which to advance to ever

greater fiscal heights—is the spiritual

father of the gross extravagance of our

present health-delivery system. And
pending the day when we turn that sys-

tem into one that the public controls,

anything we can do now to contain his

greed will at least delay our date with

bankruptcy.

In 1975 the British spent only 5.4 per

cent of their gross national product for a

system of free health care for everyone.

We spent more than half again as much
for a system that ignores millions of peo-

ple, a system with so much sheer waste

—

ridiculously expensive heart-lung ma-
chines and brain scanners in five or ten

hospitals in cities where one of each is

more than adequate to serve the handful

of people who need them—a system that

squanders huge sums of money on so-

phisticated medical technology that only

prolongs illness by delaying death for a

few months.
Public control is the only way we can

master these problems. Of course, it will

have its disadvantages. The military that

was brilliant at Mid-
way was a parody of

bureaucratic mal-

function at Pearl

Harbor. But our ci-

vilian health system
is Pearl Harbor ev-

ery day, with a frag-

mentation of responsibility so complete
that a major problem in malpractice liti-

gation is figuring out whether internist

A, specialist B or hospital C was respon-

sible for the particular disaster at issue.

The present system also has the defect

of tending to attract the wrong kind of

people, people who are drawn by the

possibility of indecent wealth. If we
want the compassionate, the giving, in-

stead of the greedy, it would seem that

we would be more likely to attract them
by an appeal to the spirit of service. This

should not, however, be an appeal to

self-denial. Compensation should be

ample—from the middle to the upper
levels of the present military' and civil

service scales, or from $20,000 to $50,000

depending on the physician's experi-

ence and ability.

A CHOICE

During World War II, I spent ten

months in Army hospitals with a broken

back. Because superb doctors had been
drafted into the army, I received consist-

ently superb care. I was a buck private in

the infantry. People of similar standing

simply do not receive similar care from

our civilian health system.

For some people, particularly those on

the left, military analogies are not likely

to be persuasive. For them, I offer the

Foreign Service as a model. The doctor

won't have to salute. He won't have to

wear a uniform. We won't let him be
stuck in Boise for too long. But he will

still be a servant of the public with a

choice, just like the Foreign Service offi-

cer, of accepting assignment in the pub-

lic interest or resigning.

Those who control whether we live or

die must be under our control. We now
control every group with a life-protect-

ing function except doctors. It is time to

end tliat exception.

Charles Peters is editor of the Wash-

ington Monthly.

Newsweek, March 28, 1977 11
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needed to set a price ceiling on a physicians wages, such as not allowing

a doctor in a hospital to earn more than $75,000. If the government paid

for a doctor's medical training and helped him set up his practice, then,

perhaps, a doctor would not be as apt to charge high fees. Hospitals

could pay their doctors a set salary, allowing patients to be charged

only for their use of a hospital bed and equipment. With this, hospitals

should be able to lower their rates to the public. This is the idea

behind health maintenance organizations - the doctors working there are

paid a set salary, no matter how many or how few patients they treat.

HMO patient fees are, therefore, much lower and more reasonable than

those of a hospital.

Perhaps the United States should reorganize its medical bureaucracy

and pattern it after the Great Britain system. Some thing must be done

to control the rising cost of health care and improve the quality of

care. The American people can not keep on paying the ever increasing

medical fees; there must be a limit to it all. Maybe the idea of the

British Regional Hospital Boards governing a certain number of hospitals

would work in this country, since it appears that our independently

operated hospitals are doing little to improve the situation. Whatever

course the American health care system takes, it will not be able to be

effective until a majority of the people are willing to accept the new

program and support it whole-heartedly.
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